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ABSTRACT 

The major purpose of these hearings was to assess the 
reasons for the increase in the poverty rate , from 11*4 percent in 
1978 to 15 percent in 1983. Topics examined included (1) the relation 
of the increase to the recession, demographic trends, budget 

reductions, and the 10-year decline in the real level of public 

assistance benefits; (2) the Supplemental Security Income program and 
its role in reducing poverty; (3) the impact of tax policy on the 
disposable income of low-income. families; (4) the extent to which 
improvements in the economy would contribute to a decrease in the 
poverty rate; (5) what changes in the law would yield the greatest 
decrease in poverty; and (6) measures of poverty other than the 
current official one and their recent trends, Testimony was given by 
representatives of the Reegan Administration and other Federal 
Officials, State officials, witnesses from charitable organizations, 
and expert witnesses. CMG) 
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POVERTY RATE INCREASE 



Tl ESSAY. OCTOBER !5S3 

House of _Rj^^3racNTA.twis t C^ltsTtis on Ways and 
Means, Subcommittee on Ovs^ght; Subcommittee 
on Public Assistance an© U w employment Compen- 
sation, 

Wmhmgtm, fiC 

The subcommittees n^eM5i9:4a u.m t pursuant to notice, in roam 

lltiQ, Longworth House Office I^xiitfsng, Hon. Charles B; Range! 

(chairman of the Subcommittee on Oversight) presiding- 
{The press releases announcing the fu-aringB follow:] 

[Pimm mmm * TSaiBy; Syi U SMS] 

Hon Chakos* S Ranch: N.Y.J. CftAi&xfAN, ScjacoMMrrrcx ow OvnsiofT,^ 
Hew Harold Ft*D <P, Tb*n:,1, OiA0«^tAN t Suwoommtttck o« Pcwjc A*wtaj*ce 
AttD U^EWMiWKpjrr CoMiPZH&ATXsN, CoMMrrixz Wats and Mjeakjs, US. 
Hch.se or RwraiOTAlwKg, Anm/ouncc a 1-Day Hcajunc <w tki PbvMrrr Rate 
Kncuasc 

_T& Jlpn<«l^jCSai& B. fcan£*f *D., N". Y. *, Chairman of the Sabcoraaiwttee on 
C^ennghi and the Honorable Harold Ford wfiu Tenia t, Chairman of the SobciamiSHt* 
on_ Public. Am^MiBj^ ^ Vis^pkjymt^i Coaptr^t^ of the Committee on 
Waysand Means, Announced today that the Subcommittee* will hold * joint hearing 
to examine the reason* for the increase in the poverty rate from U.4 percent m 
1 97^. to the recently an^somseedrate of 15 percent Further details and specific date 
for the hearings wui be announced itt a auosequent press release. 

The hearing will focus on an assessment ef the reason* ior the recent there am in 
poverty: For fjUmpfc, to what extent is the themae related^ the recession, demo- 
graphic trends, budget reduction* and the decline over t he p aM ten years m the real 
(after inflation [ teveJ bT public assistance benefit* A rerRew of the SSI pro gram and 
it* role in Reducing poverty be examined. The hearing will also asses* the 
extent to which improvement in the econocny will contribute to a decrease m the 
poverty rate and examine what changes in *he law would y>eW the gf£3*est de- 
****** i«..|wwrty. <p er d ollar spent). Other measures of poverty and tfieir f recent 
trends wilj also be investigated. 

T he Su bcommittees will be receiving testimony from invited witnesses only. Those 
wun**aei will include representatives from the Office of Management and Budget, 
the Department of Health and Human Services and the Bureau of the Census, the 
Congressional Budget Office, the Institute for Research on Poverty, and State public 
assistance experts. 
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The Honorable Charles B. Range! -IB.. N Y ). Chairman bT the Subcommi ttee on 
OwersAjfifet, and *he Hc*w*#*JWr fiaro&4 F**d <D , Te*v»A Ofoairwww ** tV 
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l*— on Vubbi: ,*^Majur I ) rw-m ploy men I Compensation of the Qwnraittee on 
VVjjys and -MeahV. ahhomiced today furthVf details on a joint hearing of the Saboom- 
m^ttee* which will trxaimine it* r^atiolte For jhe increase iio^tbe |»^erty rate from 
IJ 4 percent in Ii*T* to the recent! £ announced rate of 15 perxent. JThe hearing wifjj 
te hrid_on Turtday, (Xt^T J>._ hgginn jng. attjfc30_ a, jpl. _in__ti»_Cbmm^tee 00 
Wjv> ar#d Means Main If eanng-Koorn, li(.»0_Longwx»rth Hobs*" Office Building. 

The hearing will f esrus on why poverty has increased by ;7iore than 30 percent 
.*rf the last four Sears: For. example; to what extent » the increase relaxed to the 
rtvrSfcjon. berno^taphk" trends, budget reductions arid the decline over the past ten 
years, jn the real 'after u.fLatwn* Srvel b? public assistance bene^tft. A review of the 
Supplemental Security Inconne -SSIi_ program and it* role in reducing pervert? will 
also be &*^&ri\ned The ^bcimmntees wiU also receive tettiintiQ£ on the impact of 
t~i_S pfni^y_ uj»fi \u u^fk^abyc- iftCOffivtr ijf Jo^-iJiCvfQe fajfii£ies. a^idjLiun, tise_eS£en$ to 

wh^h irnprmementiii in the economy wii\ reduce poverty and projections of the pov- 
erty ora-te wwdm ctarrem ^vernnwentaJ policies into tne near, future wffi be efLSiin- 

ft'^e^ - - ■ 

Tfafr.' curffirfel tvtTIcuil mea**jrr iftf poverty is ©t»c definition of how watoy poor tftnere 
An tfte_$ r hiw<^i Siaite*\ Weir t.mw. this definition cr-eaaur^s the progress tfcaft we 
•ha'*'T mjuie in reducing poverty. The hearing witt look at alternative (measures arad 

ihfi/T 7 ewren t t reftds - __ 

. tfhe '^u^>^mmii5tiir* ; will aitso examine selected policy alternative* and jiheir 

•TW ^ubcwframit tears will be receiving testinK^y- froin' invited wstnesae* only: jne 
^'!en<ir*^h!e te*id A Stoctnwi; -Director of- the Office of Management iuk! B^<S^t 
tft-j&l- f/i^seht 5*>>tij|nauy bn beJiaif of tine Administration. Invited witness** in- 
k'lwif* fcne Director of tihe ttn^rfeaswha^ Budget Office, expert witnesses frorai the In- 
stv/ttt^Je f i>tr' J&**«-arch cm Poyert%_ the Brookings Institution, the American Enterprise 
ifnaHMXiflfcr.. Ik*' Bureau of *?><3__* 
paneii off Sta.tr offac^* <lle*cnhMig state c^is*on_??utkjnj» with reaped _to_ public assist- 
a?We b^nefjH' level* and budget reductitons. In addition, there will be two witnesses 
faZm ^arrUaisle^K^uatKirts. ... _ _ _ _ __ 

frVtr $»*e who wish to file a written statement fop the printed record of the hear 
ifcfc. *5* -copies are required and may be submitted fcy the close of business Monday. 
iRsi^ier fto 3o^h J jSa^mon^ Chief Counsel. Committee on Way* and Means, 

ir/S IfouW of Representatives, Room 1102 Lon^w^orth House Office ^Buikuhg. Wash; 
rn/^A.in. DC' ^ 

fe^W f'^. d|»tnbut*on to the press and pubiic if supplied to the Ckjrnmittee office 

during: the hearms 



,r>M rt-i***f *rf Kn4*y. tin JI, jam.T, 

liios ( 'h a*ij&> H IUngix iD , N V i. Chairman, Sij* v !M wprTEK *>n .Ov&^kht._anp 
Hon !lAM>ii» Tenn >« Ch a i a m a n t Scavrosi wtftfi <jn \\[Mjc Assist a mcc 
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Hot st .^.KemtotNTATlVKs. Announce a Continlation of the M earing o« the 
INivrhtx Ratk Im-kease 

Thf Hf»n<wahfe i'harle* B Ran^el iD, S.Y.i, Oiai rman of the Subcommittee on 
!^**r^^M> .«?>fi the Honoraibiie Itiiroid Ford lp.. Te^nJ..C)^nMui of the^bcor/imit- 
t*T. on. f Sjhj jc Aswistancr ajnid tWmpioyjr^e^ Cprnpe nsation of the I %*t\m 1 tffe an 
VVayn awird Means, announc#i4_UJ | da^ a contmuatron of ihe^int f^rinit of the Sub- 
coiinrfiiUees to _exam4ne the reason* for. the increase in _lhe .poverty rate from 11 A 
|D*rc*nfc «i MVTk to the recently announced rale of V* percent. The hearing wjll con- 
tmm* m Triursdav^ November X bef^nmru? at a:m _ut the. Committee on 
Wa>» ai»d Mean** Xf^ih Hearing Room, I UH) Ixm<rworth House Office Building 

*fh>» ^bc^mitte** will fet^ receiving te^irr^ A. 
St«x H kman L |)irector of the IKTice of Management and Budget and Dr.- fUtoeri 1, 
Kuhm. As^fttant Sr^retary li/at [fanning and Kvaluation. nepartmeht of Health and 
Human_^_rvice5i 

Kor those w ho >ish itjjM*. a written, statement Jor_the_ printed r*\ > ord of_the_hear- 
ing; the deadline for suWisaiom has been changed from October M. to November 21. 
Six copies_»re_ it^juired av^d may be sobmitted by the clo«e of business Monday, No> 
sember.21; VJ*'-1, ux &yHft 4 Sal itntiri,- Chief Counsel, tommitieei--off Wayi and 
3saeau&ft, U£ ll'xvs* asT K*^»-wr.»*t.iv*s < Hxaxn 1KC2 tmgwortJb House O^Bcs* BuiWiTvg, 
Washington. DC S^IS. Ah additional supply of statement* for the printed record 
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may be lurnimhzd Ux lAMrAxtiibua to the press &nd public if supplied to the Commit- 
tee prior to tbe hearuag 

Chairman Ranged Good morning. The Subcommittee on Public 
Assistance and Unemployment Compensation and the Subcor *nit- 
tee on Oversight of Cbe Committee on Ways and Means will come 
to order. 

This morning the Subcommittee on Oversight and the Subcom- 
mittee on Public Assistance and Unemployment Compensation are 
holding a joint hearing on recent dramatic increases in the poverty 
rate 

_ For the fourth consecutive year, the poverty rate has increased. 
The current poverty rate of 15 percent is the highest level since 
1965. _ Some S4.4 million people have incomes below a poverty 
threshold which today is jSJiGOJor a family of four, 

A number of Federal programs such as aid to families with de- 
pendent children, {AFIXl^wl^ental security income [SSI], 
child ^ppprt _enforwment jCSEl awl child welfare services, which 
are designed to address the problems of low-income individuals, are 
within the jurisdiction of the Committee on Ways arid Means. 
Thus, we are interested in examining the impact of these programs 
upon poverty, and the role of recent legislative changes. 

We are also interred in the impact the recession has had on 
the poverty rate^ndto what extent a healthy economy will signifi- 
cantly reduce the rate. Many analysts have indicated that the 
Reagan budget cuts and the recession are the primary reasons why 
poverty has been increasing so rapid Jr. 

Another aspect of Federal policy that we hope to examine today 
U_ r5^f^_ta|^-Pri 9f Sfiulii* ^4 Jl^v^uals with earnings near 
or bebw poverty. At present, approximately 50 percent of total 
income for female-headed families hear poverty, and 75 percent for 
other families with children, comes from earnings — not governniien- 
tal transfer programs. _ 

In 197S, a family of three had an annual tax burden of _$5£5 if 
earnings wer^equal to the poverty threshold. This was less than 1 
percent of income. In fact, from 1975 to 1980, the earnings level at 
which most families with .children began paying ta^_fro_above 
the official poverty thresholds. This has dramatically changed. 

In 1984, under the administration's tax policies, a poor three- 
person family wUl tew of 
income. For a four-person family, the tax liability will be $946. 

We had reason to expect that this morning David Stockman, di- 
rector of the Office of Management and Budget, would be here to 
testify. For the last several weeks, this hearing was based on that 
assumption. We were_ informed last Thu?fday_that the duector 
could not be with us today. However, he has agreed to present tes- 
timony to the subcommittees oh November 3 of thU year. 

Maffam_ Heckler, the Secretary of the Dejsartment of Health 
and Human Services, was jtfcjo invited to testify this morning, 
While initially Me thought she had a problem in doing that as well 
as having a problem in sending a representative for her, she did 
Agree, after talking with me and receiving a letter from the chair- 
man, to reconsider. Again, «w lie disappointed, but we were in- 
formed that she b unable to make it but will join with Mr. Stock- 
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man in presenting testimonv to the juunt stibcoramiilees on Novem- 
ber;*- 

__^\ T u rally, we thint it is mtiial t^ adminis- 
tration on this matter, particularly whether they plan any new 
policies or initiatives to combat the growing poverty and also to see 
what their jmalysis would be as to whettef_of not any pfthe ad- 
ministrations tax or domestic policies has caused the increase hi 
poverty in this country. 

Must analysts maintain that however poverty is measured, _the 
increase in poverty has been substantial. Even if the poverty -rate 
were as bm a _aa_iO percent, some 23 millLora Americans would have 
incomes below the poverty line: 

1 believe all of us have a moral obligation and duty to aid those 
. ^kj?_ a t? 1*5^ fo^nate^ Fe|ter^ G^enmient cannot turn 
its_ba^k on 34:4_ million Americans who are poor: 

Therefore, after the hearings are completed, I will join with 
members of this committee to carefully review^ho t^timohy with 
I he intention of introducing legislation whose primary purpose will 
1*- to reduce poverty, I don't know exactly what policy initiatives 
art* appropriate, but t hope to explore this during Jtte hearing this 
morriing, and joining that with the response we hope to receive_on 
November ^ t that we will be able to move forward with some effec- 
tive legislation 

Also today, Chair^riah Ford and I are releasing a study which 
pro>^^^Pi_ro^b^_.4nd Ate pui)l^ a ^reat deil_ of information 
about poverty: It describes the poverty population* trends in pover- 
ty, factors which influent the poverty rate, and Federal taxation 
of the poof _ 

Before recc;tjnizing any members who wish to irake opening re- 
marks, I wish to express my appreciation to bur invited witnesses 
for their participation in our tearing. I also want to thank the 
Congressional Research Service and the staff of the Joint Commit- 
tee on Taxation for their assistance in preparing the background 
study. 

Sir Pease. 

Mr. Pease I have no statemen t . 
Chairman JbtNGtS,: Mr: Campbell: 

Mr. CampbeLL. Mr. Chairman, as th£ ranking inember on the Re-* 
^y^!L.®l^ on^lbe ^b^rnmHtee oh Public Assistance af?d Un- 
employment Compensation, I would like fc$ explore the subject tha^ 
we are i&fcihg. up today from several different jrcrspecttve*. it is 
very* bro#d and it i* very complex. 

Before I do that, ? would like to say that Mrs. ffekjbeY is appear- 
ing on a television show" on lh& Jubjeet of £hild_ sii jg^jri and child 
support enforcemeui; a subject matter that is fefore my -subcom- 
mittee and one thai we think impacts on the problems of poverty 
In this rountry, think _thM it is ._a_vety important thing thM ahe 
is trying to do in getting public support for changes in the laws 
governing child support. 

But viewed from any standpoint, -powrtjr U a very tough condi- 
tion to define. It is relative and it is personal, and id the persons 
whs f&l ctey arc in that oo^stwMt, it &s Jar nww finite than afc 
struct; 



To a H^rrt*, at iea>t, poverty is truly ih the eyes of the beholder, 
Lach culture, .each society has defined poverty in its own vtsv. 
Many group* have seen it ih terms of the relation??' p between 
one s needs and one's means . 

Tfc* President s Commission on Income Maintenance in 1978, 
under the Carter administration, sumraed it up this way. Thev 
said: 

_ A> s^Vic?> b*vt*m«* more- affluent; ft. defines povHtv- hoc only as the laci of the 
conoponrtit*. :* a *ubtzM*™e <>f iJvin<, Hut alab the La** bf opportunity for person* 

Adding to the definitional problems or the varied lifestyles so 
prevalent in this country and so conspicuously absent ih others, 
consider, tor example, the street /people who refuse to act^^rodm 
and board and medical attention even when offeree. Our democra- 
cy threads a challenging line between its responsibilitv to guaran- 
tee personal freedoms and its responsibility to protect those who 
cannot care for themselves. 

Consider _al>o tho>e who work in the underground economy and 
undt-rrvport their income. As a matter of fact, the underground 
iVivtnomy has bet:, reported as growing between 1973 and 1981 for 
thU category in dollars from billioata $87:3 billion, according 
to trn» American Institute of Certified Public Accountants. Now, 
when *ve consider that, we m ^uld also have to say that these people 
should be paving their share of taxes, not collecting Toot! stamps: 
Ih VJ7*k *lohn Palmer and Joseph Minartk of the Broking Ihsti- 
tutipri i Jpt*u!ated_that a definition of household income including 
both the recipient's cash valuation of in-kind benefits and adjust- 
ments for underreporting of cash income would probably reflect a 
current poverty rate closer to .1 percent than the then-official rite 
being used which was 12 percent: 

Obviously, defining poverty is both difficult and tricky; if it is de- 
fined as a lack of basic speeds, thl^n it^has almost been eliminated. 

According to the statistical abstract of the United States, total 
Government spending on al I [ social welfare* programs ih tht» Uftited 
States increased from $77 billion inu i*Hl5 to over StfE* billion in 
H*7.Y In VM\\ a combined sending of Federal, State, and iocal gov- 
ernments on pufiliic we-fare was just over $6 billion. That is the 
direct aid portion. By VMh it had grown to $72 billion. 

The liepirnnent of Health and Human ifrmces spent oh social 
programs in J*w;» wer billion; in 1974, billion; in UMl, $274 
billion; m& by VJ*L $'2HH hxWum. From J9T4 to 1^77, the total 
amount of money spent cumulatively on public welfare by Federal, 
State, and local governments itt the war oh povertv was $300 bil- 
ling The estimated cost of fighting World [Wa? II ms $_2KH bjllkm, 
Why. then, during this lime ih_HJ7X under the last administra- 
tion, which was totally controlled b£johejrarty* did pmwty start to 
go up in 11*7* if the dollar i* the problem? I think we have to ex* 
pilar* this in the context. 

You know, we have ofu»n M^gislated m if mcmey alone froujd 
solve problems. Then* has been general failure to consider the 
negative impact of massive welfare programs oh persona! m 
farmfv responsibilities. The layering of one program on top of 
other without regard far interrelationships and without provisions 



9 

ERIC 



6 



for deterawn^ us question the extent 

to which jvetl intentioned programs have aided the ns&ion's poor: 

A Strong aippnt dh be is^ to a great 

extent; a feminist issue, as the -Chairman has mentioned. Most 
people are aware that one out of every two rhamages end in di- 
vorce. However, what many people donft realize is thast divorce is 
economically disastrous for many of the affected womeo and chil- 
dren accounting for much of the flow- into and out of poverty. 

Single-parent families increased 69 percent during the past 
<^^^ _5uch families no^ r j^^ku^e VJ percent of al l famili^ with 
children: Within_i Jrear^ofdivorce, the average woman's standard 
of living decreases 73 percent and the man's standard of living in- 
creases 42 percent. That is assuming that the man is the predomi> 
ruDl breadwinner. 

According to Bruce ..Chapman ,,_ former Director of the Census 
Bureau, it is not that such families are poorer today; they are not 
But that so many more of them are swelling the ranks of the poor 
asjjthers go on jo more affluence without a sharing. 

The nsal income of intact families went up in the 197G's. Unfor- 
tunately, salarv statistics for uromen are dismal. Of the 2.38 million 
women who work full time; .53 percent earn less than $S;0O6 a year. 
Of all income^ ? f^rceni are 

women ; ii percent or the female-headed households with f&he head 
working full time still fall below the poverty line and one-third of 
all full-time working mothers with children under 5 are poor. 

Many working women continue to be impoverished; but poverty 
couise, much more ^thah a feminist issue. It & economic as 
well as social, and it is global: 

Ih_sdme countries,, per capita income of more than $100 pe- year 
might is* considered- as placing the recipient above the y *?rty 
level. In. the United States, a single person with an annual income 
below £<3>ti0 can be considered poor — even though that person may 
have inkind income in the form of food stamps* sutwsidiwd housing; 
^n^ JtM^icJiid wort 

Traditionally^ America has viewed poverty both lo^caHy and 
emotionally. We have taken the general, stance thai w society 
must take care of its members who rannot take care of themselves 
and we Mve welcome with relatively spen arms the poor of other 
nations who have wanted to leave theiir hornets and seek a better 
lift* armong us 

j^rc^Tatjbns j^d_the p^_Emma_La«rus de^fjted our outlook in 
words that were inscribed on the Statue of Liberty: *'Give nie your 
tired, your poor, your huddled masses yearning to breathe free,'.' 
Over the years since, we have modifieo to some extent our basic 
immigration policies, but we have hot modified our basic attitude 
that this is J* country where people can find economic oppertujs*- 
ty— and I emphasire that, economic opportunity— bm well as free- 
tfbm L _ 

t do not think that we want its lose sight of this basic attitude 
today. Certainly definiag poverty is important and 1 sincerely hope 
the&e hearings will help us $fo $nart more accurately. But we should 
pursue wjih eoiial vigor -mt overriding objective, which is to keep 
on providing that eronomic opportunity to *hose who are already 
here as weis «is to those who are oh their way. If we can provide 
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economic opportunity for all. our problems with poverty, bdtH defi : 
nitional and societal, will tend to diminish. 

After all. I should hope that we recognize bur ultimate goal 
should be to provide opportunities and not guarantees, I hope that 
these parings will move us in that direction also. 
_ Ci^rtrari RangeL. The Chmr appr^iatp tfe t^turwhy given by 
St eaTnpbeil, and would advise members of the committee that I 
did hot meun to state anything in my opening statement that 
would infer that I was trying to take the constitutional right away 
from anyone to be poor. It could very well be that we might even 
legislate and outlaw povert£ as aldefimU^ 

But if there are any opening remarks jhat any members would 
like to make at this time before we receive the testimony of the 
witnesses that are on the list, the Chair would be only too glad to 
recognize them. 

Mrs. K^nnelly. 

Mrs. Kennelly. Thank you, Mr; Chairman. 

J_ welcome this opg^unity to Hear from our witnesses invited to 
testify before the subcommittee today on the poverty rate increase. 

The poor in our country have often been described as being poor 
in a land of plenty. I happen to come from a State where the con- 
trast between the 'well bit and the poor, which exists nationwide, 
has jjrown i^rtjcularly __sharjg._Cfcn^ citizens enjoy the 
second highest per^apiia income in jhe Nation, yet two of our 
citi^ are among the 10 most distressed ij^tfie country. Our totci 
unemployment rate is below 6 percent, yet the percentage of the 
population living in poverty in the city of Hartford is in douSje 
dtgits. 

0ur high school students go on to furiher educationat rates 
tniich higher thanthe national, average.. However, bur infant mor- 
tality rate in Hartford is twice the national average and one out of 
50 newborns will .die before his or her first birthday. 

?o\eriy has increased oyer 30 j*rcent since lj*78 wid we in .Con- 
necticut have seen the increase of new poor very vividly in urban, 
ruraK ami subtirbjm ^ Charitable and 

social^ service agencies have found it impossible to meet the needs 
of these individuals at a time when Federal funds or assistance pro- 
grams have been dramatically reduced. 

The Solvation Army in our capital city experienced a 4(M>-perceht 
incteaser-in the doituind to 

a<id has had to shtit its doors ,S» single men in order to concentrate 

i^ liffiit^ resources on^faniiJiM wtfi children. 

Perhaps the only semiencouraging news about the current statis- 
tics is the continued decrease ift the rate of poverty among the eld- 
erly. On ^he other hand, it is eztr^mely disturbing that there is 
growing economic vulnerability among women and children, 
_ nation, we have recc^ijj»d that it U niorall£ wrongjto aban- 
dc« the elderly ta^ life of poverty. It is both morally wrong and 
squandering our Nation's future to abandon the children of bur 
country, 

I am sorry that the administration s witnesses are not going to 
testify today and I look forward to hearing them at a later date, 

Over the last 3 years, we have been subjected to mKmformation 
and rhetoric about who relies on our social programs, and why. We 
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hear Morirs ateiiii vinikxi IwHjghi with change left over from food 
stamps, and we hoar _^f<«ii*3 that the social safety net is intact. We 
have been told that the^sd'miirnsinttions redactions in welfare have 
been fair arid equitable on the basis of a study which in fact shows 
that Americans want xo wtjrk and will continue to work even when 
faced with a net decline in their overall income. 

In this climate, it is extremely important that we have forums 
like today's hearings to doeatfhent thai the truly needy are not 
better off than they were .3 years ago and to make it clear that 
many Americans are much worse off and their numbers are in- 
creasing, _ 

We do riot have unlimited resources at the Federal level to ad- 
dress the problem of poverty, but the trickle-down theory of eco- 
nomics is i.ot a viable alternative to setting Federal priorities 
which are fair to low-income citizens. 

I know that this committee will take an active rfcie m suggesting 
solutions to the. issues raised by the poverty rate int?re^e. 

I thank you, Mr. Chairman, for giving me this time. 

Chairman Range!:: Is anyone else seeking recognition? 

Then we welcome bur first witness, Dr. Rudolph Penner, the new 
Director of the Congressional Budget Office. 

1 understand this is the first time that you have appeared before 
this committee. On behalf of the chairman arid the full committee, 
we welcome you and we welcome your testimony. 

As you well know, we have your statement. You can proceed as 
you find most comfortable. 

Thank you, Dr. Penner, for agreeing to testify this morning. 

STATEMENT OF M'DOLIMI S, PENNER, DIRECTOR, 
rOSGRESSiONAi- BUDGET OFFICE 

Mr. Pknnkk. Thank you very much, Mr. Chairman. I am pleased 
to be here. 

1 would iifce just brieflv to summiarize my statement and submit 
the whole testimony for the record. 

Although controversy abounds concerning the appropriate defini- 
t ion of jxiye rty a ri d hence con ce r ri i rig the exact propo rt ion of pe r- 
sons classified as poor in the United States — that is, the poverty 
rate— most alternative measures display a consistent upward trend 
since H*7S. Figure 1 of my_ testimony shows the official poverty 
rate, while figure 2 shows the rates for the elderly and nonelderly. 

Note also that the proportion of the poor who are elderly de- 
clined, not because of a drop in the number of elderly poor, but be- 
cause of a large increase in the number of nonelderly persons in 
[Poverty. 

The decree of poverty— that is, the extent to which those in pov- 
erty areJiM\iow the thresholds — has also been increasing. Between 
hisj and the poverty gap r which measures the cumulative 

amount of shortfall between i he incomes of the poor and their par- 
tU'Uliir poverty thresholds, rose faster than the rate of poverty, in- 
creasing in . i!)H2. dollars from $159 billion to $43 billion. Moreover, 
the proportion of poor persons with incomes at 75 percent or less of 
the poverty lines increased from fii percent in 1978 to 68 percent in 
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The income-based poverty measures have been criticized on two 
basic grounds: the way that the threshold level of income is deter- 
mined and what is included in the definition of family income. Al- 
ternative ways to deal with either problem could lead to Higher m 
lower measured rates of poverty* but the trend in poverty rates For 
the last 5 years would generally remain the same, 

A common concern is the failure to include noncash benefits that 
the poor recdve frdrti Lvanpus levels of Go particular, 
benefits from food stamps and housing assistance. Recipients of 
these programs are less poor than their cash incomes would indi- 
cate, because they can purchase other goods v/ith the cash they 
would otherwise have to spend on housing and food. If these bene- 
fits were added to income, for example, the poverty rate for all per- 
sons would be in the range of 14 pejeent rather than IS percent. 

My full testimony discusses the problem of medicaid and the 
problem it poses for definitions. 

The definition of income might also be modified to reflect other 
resources, such as assets, and certain liabilities, such as payroll and 
income taxes. 

Using an annxial measure of poverty can also be misleading be- 
cause individuals and families move into and out of the poverty 
J^pulatfono^ will live in pover- 

ty for most of their lives while others are- in poverty only temporar- 
ily because of illness, an unusual spell of unemployment, or volun- 
tary withdrawal from the labor force. Annual measures ignore the 
poverty of persons who have low incomes for only a few months of 
the year but also fail to reflect the transitional nature of poverty 
for many households. 

Poverty measures are sensitive Jxx economic factors, demographic 
factors, and the size and nature of Government programs providing 
' benefits to low-income families, but the factors explaining changes 
over time vary for different groups, particularly between those 
under and those oyer the age of 65, 

Economic factors contributed substantially to the increase in pov- 
erty rates for children and working-age adults. 

Two longer-term influences have also been important: Demo- 
graphic factors, such as the growth in the number of female-headed 
f5milies> and La decline in the real level of some cash benefits pro- 
vided to the poor. 

Finally, between 1981 and 1982, another factor began to enter 
the picture: benefits were cut by legislative changes at the Federal 
level. 

In contrast, the stable poverty rate for persons 65 and over re- 
flects the degree to which the elderly are insulated from the effects 
of the business cycle while at the same time through i§82 there 
have not been major changes in programs targeted on the elderly. 

The subcommittee has requested that the Congressional Budget 
Office identify and analyze options for increased welfare expendi- 
tures that would reduce jhe fwyerty rate and/or the_ poverty gap. 
Any increase in outlays must, of course, be financed either by cut- 
ting nonwelfare programs, by raising taxes or by increasing an al- 
ready^ large deficit. AH means of financing are likely tc^haye some 
negative impacts on the economy as a whole, however, including 
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^nH\_t_hat_may iiulirectiy offset a portion of the increased benefits 
to the poor 

_ Analysis of such complex jnteracd the Jcope of 

this testimony, so we have examined the options only with regard 
to criteria that might be used to judge their effectiveness as wel- 
fare programs. But if several options were combined, the macroeco- 
nomic effects could be significant. 

_A .widiv.rahge _pf jcriteria or _go_als, _^me pT which 
often offered in debate over changes in welfare programs: Some of 
the major ones are. Targeting benefits toward those most in need, 
treating persons with similar incomes alike, encouraging families 
to remain together, maintaining incentives so thai program recipi- 
ents _who_can__^rk_/dg so, simplifying the system i and reducing ad- 
ministrative costs, and keeping total costs as low as possible. 

Deciding who among the pror are the mos_t_i_n _ne|d is not neces- 
sarily straightforward, and specific definitions may conflict with 
4fei# goals of treating similar bersohs uniformly and encouraging 
fatti i 1 ies to remain together. Trad it ionai defin it ions of need have 
concentrated on assisting single-parent families with children, the 
elderly, and the .disabled rMherthan_trM with similar 
incomes alike, regardless of family cjiaracterfetics: 

If, instead, severity of poverty were the /criterion for eligibility, 
unrelated individuals and childless couples under the age of 65 
would be eligible. Moreover, if keeping families together is a major 
gbal t benefits would be directed at two-parent family who are 
often better off than those headed by single parents^ thereby violat- 
ing the goal of concentrating aid oh those meet iniieedL 

If the first three goals were all to be met, costs would be high 
because the current welfare system pays little or no benefits to 
those with income _ below poverty^ and fenefits for^Jiose who do 
participate in government programs— particularly AFDC— can also 
be quite low. Even though i roughly _$9_2__WlLion was spent by the 
Federal Government in 1982 on cash programs, food stamps, and 
housing assistance for persons with hbjisehold. incomes_ below 
$10,000, not all of whom are classified as poor; the remaining pov- 
erty gap was between $30 billion and $35 billion. 

Work incentives /could be provided positively by allowmg recipi- 
ents to keep a share of their earnings or negatively by denying eli- 
gibility or keeping benefits low for those able to wdrk,J>ut both ap- 
proaches conflict with other joals; the first would be relatively/ex- 
pensive and would provide benefits to perans close to and possibly 
above the poverty line who may be less in need: Denying. Benefits 
to those .able to work may penalize some very boor families and 
may be thought too stringent when children would be : affected ^urid 
when high levels of unemployment make it difficult to obtain jobs. 

Simplifying welfare jro^ administrative costs 

low are difficult objectives to achieve within the current welfare 
structure, which includes numerous cash_aLj in^kind programs 
that are directed at various recipient groups in part to keep costs 
down. Moreover, structuring welfare programs to enhance workin- 
centiyes could add tblthe[r complexity and might require additional 
coordination among programs- 

Past proposals to m^t sevei^o^ 
example, replacing current programs with a negative income tax— 
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would generally require major restructuring of the welfare system. 
A discussion of such approaches is, however, beyond the scope of 

ffl y twtjnsoii£ today, 

Rather, for the purpose of illustration, I shall briefly describe 
eight options that could be used to reduce poverty within the con- 
tex^of the current welfare systejtv More^ 

in my written statement. I would be pleased to elaborate on any of 
them ifybli have questions. 

But very briefly, first, the Congress could establish a national 
minimum AFDC benefit level. As AFBG is now constituted, bene- 
fits vary substantia from the 1983 maximum guar- 
antee level of $96 per month for a family of three in Mississippi 
with no earnings at all to a monthly maximum of $530 in Vermont 
For JtofcsaiHfe size Jamily> 

0ne way to reduce the variation in AFDG benefits across States 
would be to estabH&h national minimum guarantee levels lor the 
program similar t& those for the £5SI jfsi^^i^JJniefs theJRederal 
guarantees were kepi feiriy low, however, program costs would be 
increased substantially. If the AFDC guarantee were set at $260 
per month for a family of three, for example, Federal expenditures 
would increase by $600 milliam to $800 million in iJ985^and State 
costs would rise by another $4MfniUipn_ to $700 million. Such guar- 
anteed levels would result in total monthly incomes including food 
stamps of about two-thirds of the official poverty threshold. 
_ Xhis option w in benefits oh 

single-parent families and States where payments are quite low, re- 
sulting in more equal treatment across States Tor such families. On 
toe otoer hand, national mjnimums would not allow States to re- 
fleet fully local co6ts of living and local wage levels and could add 
to their budgetary difficulties. 

. The second optw participation 
in the unemployed parent program under AFDG. In 31 States and 
territories, participation in AFDC is limited to families headed by a 
single parent. 

One way to expand eligibility for poor two-parent families would 
be to make State pai^cij^io^ 

AFBG mandatory; Such an option would provide benefits to an ad- 
ditional 85,000 to 130,000 families in fiscal year 1984— increases of 
40 Percent to 55 percent— at a total cost of $0.5 to $0/7 million, 
about three-fifths of which would be borne by the Federal Sovern- 
ment._ 

This approach would remove the current incentive for men to 
leave home so that their families can become eligible for AFDC, 
but State eo6ts could rise substantially. 

Third, the Congress could expand food stamp benefits. The food 
stamp program is the only means-tested Federal program providing 
benefits to poor households regardless of their family characteris- 
tics. The maximum monthly benefit now paid to two-person house- 
holds is $139 t or about pne-fou rth ofthe poverty level 

Raising the maximum food stamp benefit would increase assist- 
ance for a broad range of poor people including the working poor 
arid childless individuals _and couples who often are not eligible to 
participate in other programs. Increasing expenditures by roughly 
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$1 billion in HM would, for example, raise total benefits by 8 per- 
coat: or about $4. per participant per month. 
.. J!jP¥4 rO**__«?.liftll?IJitx for medicaid _ could be expanded to include all 
families with children whase incomes are above the poverty level; 
In 11JS,~ this option would cover an additional 12 to 15 million 
adults and children at a Federal cost of about $6 billion and a State 
cost of about $a billion if the current cost sharing arrangements 
remain the same. 

The extension. of eligibility would reduce work disincentives for 
AFIX' families by allowing them to continue medicaid coverage 
even though their earnings resulted in a loss of cash benefits, but 
the additional costs, again, could represent a substantial burden for 
the States. 

Fifth, the Congress could expand the dependent care tax credit 
lor lpw : jntt)me_ j_aniJIu^_.__The dependent care ^ cr^U^ 
relief through the individual tax system to working persons with 
eligible dependents, usually their children. 

The credit could be made r^teiii^feje and cover GG 1 percent of ex- 
f>ehses for families with incomes below $10,000. In 15)84, such a 
change would reduce revenues by $1.5 billion to $2 billion. These 
changes coaJd doable the number of families benefiting from the 
credit, but they would probably be above or just above the poverty 
thresholds and able to pay at least a share of the cost of formal 
child-t are services. 

Sixth, the Congress could change the earned tincome tax credit. 
The earned income tax credit provides cash supplements through 
the personal income tax system to • working parents with jrelatively 
low incomes. Eligibility for this program could be broadened to in- 
clude unrelated individuals or childless couples, increasing the rev- 
enue loss by about $f>00 million. Such an approach would extend 
coverage to poor individuals not now eligible for F^derzl cash bene- 
fits, but .might preclude other options with direct additional bene- 
fits to poor children: 

Seventh, child support enforcement could be expanded. The child 
support enforcement program is quite different from othei^ welfare 
programs discussed here since it provides support to the States to 
ajdjamilies m establishing and collecting child support payments 
from absent parents: 

Several different approaches are. jx^ibleto increase _chHd ; sup- 
port payments. One- would make certain- enforcement techniques 
mandatory for the States— withholding of child support payments 
from wages, for example. The Federal Government would save $25 
to $50 million a year from mandatory withholding, but AFDC fami- 
lies would not gain since the collections would be used to offset 
A FIX* benefits. 

A second approach would seek to increase Stat^'_ jraridjing _of 
non-AFDC cases either by incentive payments or by requirements 
such as clearinghouses through which all child support payments 
would pass. 

Both options would aid poor, as well as nonpoor, families by rais- 
ing the iuncomes of needy families who i do not _^rticipate 
Opponents also point out that requiring specific techniques might 
violate Stat^\ nghy, ^ of inter- 

state data banks might invade the privacy of individuals: 
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Right-ft. the- ronj»ress eouid moderate the asset test required 
under SSI. SSI provides benefits to a^ed and disabled persons who 
meet both an income and an asset test. The asset test of $1,500 for 
an individual jbhJ $2;2f>0 for a couple has not changed since the be- 
^innin^ of thfce program in 11174 and may contribute to the low par- 
ticipation rate furioritf the elderly and disabled. who would seem to 
quality for SSI on the basis of their income. The limits of the SSI 
asset test c ould be increased. by. 50 percent. While costs are difficult 
to project, they would likely be less than $500 million. Such a 
change would decrease the nun^T of elderly eligible for SSI. How 
ever, the potential recipients might be expected to exhaust their 
own savings before receiving aid from the Federal Government. 

[ hank you. Mr, Chairman. I would be pleasv?d to take your ques- 
tions now: 

(The prepared statement follows:) 

Smt;:mknt <>k Ki -ijolpii <I Pknnkk: Dikwtok; (\>n<;k*:n>;ionai. BeisiKt Of*kk 

\ v rr\* r?\ »iu rvjMii in the t n tetl States tn 1***J ^ irt of *i continuing trend since 
I ! ! K r y *i_k . fi: *s _ i V£A * ! r 1 _ I* *' M _** *4 *rt 1 ° 0 _ <>n t he e ba <e o ye r _ go ver n me n t po j i • 
i iv> dinvted at rinsing 'he well-heMig of the poor. My statement today will discuss 
t hcee areas 

The measurement and magnitude (?f the poverty problem; 

THe factors relatiil to increases in poverty rates arid prbsspet'ls for the future; and 
Some pnjuy options Hi** torurfess might wish to consider. 

A UX)K AT KflVKNTV STATISTK'S 

Although controversy ahoUrids cbricerriirig the appropriate definition of poverty 
and hence the exact proportion of persons classified as poor in the United States 
l_ n a * 1 s ? _ 1 h * * P/ * Y * ' r t v _ r a t e _> , most a j te r na t i ye _ rnea.su res <j i spj a y a _Cp nsiste n t _u pwa rd 
trend mikt H*7s The official definition of poverty classifies as poor those families 
» fio.se money incomes are less than ^H^ified poverty thresholds that vary with 
tamily size :ind consumer prices— $U",W?2 for a family of four iri- li*S2 r for example. 
I'mier this definition, the_pj>vt»rty rate was 15 0 j^reerit iri 1*JX2, up from 11.4 per* 
ivn 1 \ l \ l'*7 \ or an . ' "crease m _ t he ri u m ber of poor Arsons from 24 • 5 mi 1 1 ion to i .14 . 4 
m l J ( L 4 * P ! n _ f*^*.t L t he 1 1 2_ rate is the h ig best i n j 5 yea rs ._ ln_ con t rasL I he ra te _ f o r the 
elderly declined substantially between and 1974 and has remained relatively 
sf i file since then Figure 1 shows the overall historical pattern of poverty rates; 
«HiJe Figure 2 shofcslhese rates for the elderly and rionelderly;. 

The a>rii posit ion of pt>verty has alsc> chariKed since 197X, witK lar>je increases oc- 
curriiu; in the numfrr of poor person in young two^parerit families. The projx>rtiori 
*?f. V**l r P*!rs<)_ns . 1 iv i tig in none Iderly husl^nd^wife fam i_i_[i>*L T9J^_f rpm ^ pe_rwnt_ to 
4i> fn'rcent. making that the. largest poverty group. Poor persons in female^headed 
rione.ldt'riy ..families- the largest group in 197S — declined to .'ft .percent. of the total 
in although their absolute numbers increased: The proportion of the poor who 

are elderly- d«t*liried. riot because of a drop in the riuriiber of elderly pc>br, but be- 
cause of a large increase iri the number of riorie^derly persons iri poverty. lK*er this 
P**™ 1 A ! J fie_ ra te of j k wi* rt y among t hoN 1 M nder a*re 65 effect i yely caught up with J he 
ra t e f or t fi e _e 1 de r 1 y » hie h h as bee n rej at i ye ly s tab I e si nee t he _m id- 1 |?7i h \. _Figu re. .j 
illustrates the conipw>sition of poor persons on the basis of their individual and 
fjirfiily characteristics in 1!*T>» and li*x2 
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Figure 3; 

Composition of Poverty 




SOURCE U 5 DfO*ft-n«iT g* Cornrr>#'c*. 8u'«*u 0* Cffnftut. Currtnt Peculation Swfvrys 1979 
*n<5 1983 
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. Not only has the rate of poverty been increasing, hut bo has the degree of pover- 
ty, that is* th* extent U\ whirti tho** i« poverty .are belo*e the threshold Between 
Wl and 19M2; (he poverty tfap, which measures the cumulative amount of shortfall 
between the income* of the poor and their particular poverty thresholds, rose faster 
than the rate of poverty— increasing (in 1982 dollars) from $39 billion to I4^billibji. 
Moreover, the proportion of poor persowis with incomes at 75 percent or less of the 
poverty linesincreaaed from 61 P?_rx»nt_jn j9?8_to (^percent in 

i!hiMren_and_ working*age adults acccount for more than 93 percent of the poorest 
of the poor— those with incomes under three- fourths of the poverty, line: This is 
ulightly. higher than their share of all those in poverty. Nonelderly persons in 
female-headed families constitute tU# largest share of tfe very poor— 41 percent. 
Since however, the number of husband-wife families with incomes less than 

th ree-fou rt hs of t he poverty li he has ifeeen increasing as well 

_jfh*»e income-based ppyert two_ basic grounds— 

the wav that the threshold level wf income is determined, and what is included in 
the definition of family "income ." 1 Alternative ways to deal with either problem 
could lead to higher or tower measured rates of poverty, but the tivtiwl in poverty 
rates for the last five years would generally remain the same. 

Th*jfir«i cnttcism i of the current poverty thresholds emphasizes that they are ar 
bitrary and are based on outdated studies indicating what constitutes a miniinally 
adequate diet and the share of incomethat families normal jyde vote, to buyingjfood. 
I n addition . jla ws in t he Consusner Price f nde* I CP5 L which is used to index the 
thresholds, may have led to raising tfeem too fast in XhP late 1970s; Possible KyusU 
iifients would update ehe stadies used to calculate food coemption as a share of 
iiincorne, change the way th< thresholds are adjusted over tmie, or use a more com- 
plete analysis of household budgets. 

X. n V J*^'* n *L<* r l* .1. .MHit _ the present definition of income omits some impor- 
litpt rewmrce* A common concern js the failure to include noncash benefits that 
the. poo; nHreive_from_ various levels of government— in particular, benefits from 
f<A>d>Umu*i_and ho^iru^aisisULa^ of these programs are Jess poor than 

their _ea>h incomes would indicate, because they can purchase other goods with the 
cash they would otherwise have to spend on housing and food: If these benefits were 
added to income, for example, the poverty rate for all persons would be in the range 
of 14 percent rather than 15 percent^ 

In addition to housing and food benefits, some a^ustments for in-kind transfers 
wou )o' include medical care benefits as part of income, but such calculations would 
probably overstate the reduction in poverty achieved by the medical pr og r ams (pr in- 
cipaliy. Medicare jan isividuab— who re- 

ceive Jarge amounts of medical benefits, on average— could be moved well over the 
poverty threshold by counting the insurance value of such benefits as income, they 
could remain unable to purchase adequate food, housing, arid other basic necessities. 

The definition of income might also be modified to reflect other resources, such as 
assets, arid certain liabilities, such as payroll and mcdme taxes. Including assets, 
sucn as the value of a home, would raise a number of technical measurement proo- 
l efl *§»_ however. 

Using alternative definitions of family income might affect comparisons across 
di ffe rent group8_of_ the. population, making some appear to v better or worse, oft 
relative to others.. For example, in-kind transfers are more Jikely to go to those era* 
ditionally covered by welfare programs— the elderly and single-parent families. 
Moreover, assets are relatively more concentrated among the elderly. Adjusting for 
those factors would make these groups appear leas poor. Subtracting income and 
payroll tax liabilities would tower the measured economic status of the working 
poor relative to other groups _ _ _ _ 

Finally, using <iun annual measure of poverty can be misleading because individ- 
uals and families move into > and out of the poverty population over time on «uch a 
large, scale. Some will i_iye_in poverty for most of their lives while others are: there 
oniv temporarily because of illness, an unusual. spell of unemployment, or voluntary 
withdrawal from the labor force for the purpose of obtaining additional education or 
training Annual measures ignore the poverty of persons who have low incomes for 



1 In addition to these conceptual sautes, important technical problem* is mfissiihag poverty 
may have sm even larger un pad on s s eataa a poverty ra tes. For eaamplr. income from trans- 
tonOB_t© fe* underrr p or t rd on the Current Population Survey— the ttta base normally used 
for carieuUtinjc poverty rates— which may cause poverty rates to be overstated. On the other 
hand, iherv m some evidence that veryiow-mcorae households are also utx Wr rf presented on the 
survey 
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*> n Jy " n\<x)\h» oi t he year, but also Tail to reflect the trsnsitfcmai nature of pov- 
erty for many houwlold* 2 

( HANOKH (N FUVBlTY WVEM TIME 

Poverty measures are sensitive to eccmornic factors, demographic factors, arid the 
size and nature of gtwerhrheht programs providing benefits to low-income families 
Juat as the level and pattern of change in poverty rates and gape vary among differ- 
ent population, groups, the factors eifrtajnijujjsuch changes may also vary, particu- 
larly between those under and those over the age of tio. 

Children and u*>r king-age adults 

Poverty- among children and working-age adults has been rising steadily since 
JUTS— from LI percent to 15 percent of all persons under the of 65 over Uw? five> 
year period In 1982^30:6 million nonelderly persons were poor and the poverty rate 
for children under age 15 reached 23 percent. 

Economic factors t^tributed substantially to this increase. Unemployment trend- 
ed upward over X he period and, through J^l, inflation was uiLUsuafiyhjiglu so that 
the real value of earnings declined on average, indeed, over the 197* to I§82 period, 
P^'*_rty ***** for JPeraons in hustanri-wtfe_ famiLies— tthose wky§p_ incomes are 
roosMikeiy to jw^ w^ percent, from under 6 

percent to y percent. Be^aise unemployment is expected to average about the same 
fn 1983 as in _I982 t _poyejty rates for 1983 will probably not change much. The 
impact of lower inflatkw and unemployment could, however, help to lower the^ rates 
in 19H4 and beyond 

Two Joiner-term influences have also contributed io > the irtcreasirig poverty 
rtttes^em^craphic factors and a decline in the real (adjusted for inflatjoniJev^ jojf 
some cash benefits provided to the poor. For example, persons in families headed by 
a woman with rib Jiusbahd present has increased more than 15 percent since L978, 
compared to a 6 percent ^growth in overall population. Such women generally have 
tow flings than the average worker and are often the sole support of their chil- 
dren, lauding to_ a hteher rate _or_^ cash benefits provided 
through Aidiol Families with Dependent Children (AFDOr-which are not indexed 
and vary substantially from state to state— declined in real terms over this five-year 
period. Continued growth in the number of female-headed families suggests tfcat 
poverty rates for the nonelderly may hot fall rapidly even with i continuation of 
the current economic recovery, 

^ Finally, between 1981 ami 1982. another fa^ot began to enter the picture— bene- 
fita were cut byJegislatiye changes at the fccferal level For eaampJe A federal ex- 
penditures on AFBC— the largest means-tested cash program for the nooeWerly-- 
were reduced^ _i n _e*tih»ied i0 percent and food stamps were reduced by 12 per- 
cent from the levels that would have occurred if the law had not been changed * 
Actual ouUaw oWlin^ from under AFDCand from *Lli 

wlhon i to $11 0 bilhoi or food itamps and would have declined even more had the 
•^verity of the recession not increased the eligible population substantially: Some of 
the program cuts focused on recipients believed to be above the poverty lines; others 
moved some recipients from above to below the linea; still others reduced the in- 
comes of those already below the thresholds. Because of data limitations, we cannot 
provide, precise estimates of the total effect of recent program changes on poverty 
rates or poverty gaps, but we suspect that they had a greater impact on gaps since 
most recipients of welfare benefits were already below the poverty threshold! 

Th* elderly 

The rate of jpoverty fcr pcr^shs 65 and ever he* res**i!5H jit ahoui the same level 
since 1974, reflecting the degree to which the elderly are insulatedjrom the effects 
of the business cycle. Few elderly persons remain in the labor force after age 65, 
and a large share of the income received by thw group is indexed for inflation. 
Indeed, the CPI. which is used to index Social Security, is also used to adjust the 



? for esample, the Umwiity of Michigan! Panel Study of Imcomt Dynmmk* found that, al- 
though about m quarter of the VS. popuUUoe wae poor m at lets one year during the 1969- 
d«cnd*. only about 3 percent of the population wm poor eight or more of those year*. Oer- 
oJL ia_aay_ given year, between 20 percent and 30 percent of tboae in poverty are memben of 
this "tang-term" poverty group 

•A nother cut that may afiici pw*w*> istce and gaga jrthe r Wy i* ii n aiilm o nm! nm nr» 
ano* (Ul) which haute roc*t|tf of eiteadal aenefrta AJthnagfc the e ttocte of tarn 01 change on 
poverty are uakaowa, Ul benefit* m gen e i al are more mm us* mas' asaong the higher mcame 
unemployed and the sue of the cuts relative to the mm of Ul biaafiai oeernD ami small m IKS. 
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poverty threshold annually, although the enact computation* differ somewhat 
Moreover. Jew policy chunge* that would reduce benefita aubsUmtiAlly were enacted 
bi the recent pant in Social Security, Supplemental Security Income <SSJ). or veter- 

*nY i*nsiofts,jv^ 

_ Almost .8-1* MUkotf eioVrly had jncomes below the poverty threshold in 198%. with 
the very old who live alone. eftpcrjeiHrij^ <lU|^^ 

Almost :u percent of unrelated? individuals 80 ye«rs of age ami older were iu ppvev - 
ty in V.*#2. although thi* fate declined from abcat 34 percent in IttfX: 



the Subcoi^miiU-eiB n^uested Shal the <^ 
and analyze options for increased welfare expenditureb ihixt would reduce the pover- 
ty rate and or the poverty gap Any increase in outlays related to welfare programs 
must, ul course, foe financed either by cuttirig nonwelfare programs, by raising 
taxw, or by increasing an already large deficit. An increased deficit could, in turn, 
be finance** by issuing debt or by creating new money. All means of financing arc 
likely tp ^ve soine jte^ati ye ^ jmi^c^on t& economy as a whole, however including 
lyomt* that may i ndi reel j£ offset a portion _of the increased benefits to the j*.wr. 

An an«Lv &w of such complex in teract ions is far heyowd the acope of this testimony , 
however: Wt have examined the options onry with regrrd to criteria Chat might be 
used to jud^e their effectiveness as welfare programs, iignorii£g ttoefcr macrocconotttic 
ejects Kach of the individual option* has small costa relative to the sir* of the 
economy, so its macrbecimoiriic effects would be minor, fiut if several options were 

Combined, the macro^>nomic eFfitcts^ouW be signficiant. 

__A ^ wide range of J^ntena or^B^^s^ac^e jtf_which copjkt-— arej3tften offered in 
debate oyer changes i in welfare, j?rogran^ thejnaaor ones are: Targeting 

benefits toward th «e most in need; treating persona with_iii»iitir incoene« alike; en- 
r^raging families to mncan together; maintaining incentive* so that pr^rain re- 
cipients who can work do so; simplifying the system awl reducing admmwit rative 
costs; and keeping costs as low as possible. 

Deciding who among the poor are most in neei$— the first go*l-~i« not necessarily 
straightforward, and specific definitions of iw*ed may conflict with t&e second and 
third jfoals of treating aimUar persons uniformly and encouraging families to 
remain together Traditional definitions of need _haye concentrated on assisti ng 
siagle-farejil families with cjuldreti, the eideriy. and the disa bled . Treating persons 
with similar incomes alike, however, would suggest that prefeiTOfiol treatment not 
be provided «>«tthe basis of family characteristics If, instead, the severity of poverty 
y^ere used et> -s.be criterion lor eligibility, groups how excluded from fedend cash pro* 
grams such aj^ unrelated individuals or childless couples under th* age of-65 woulc 
&? eligible * Moreover, if keeping families together is a major foal* foneCift woSttf 
he directed at twuj&reht families who are olien better off Utah those headed by 
tangle parents, thereby violating the goal of concentrating aid on those moat in 
need. 

If the first three icoaU were_ajLto^?_nM^ ^©MWbelh^ 
welfare system pays tittle or no brtwfiU iOjRian^^ 

ty. and benefits for ttew? who do participate in government pit^aoss^j>iriicularly 
AFDC— can also be quite lo^: Cve» thaogh roughly $73 billion was spent hy tSie fed- 
eral government ir^ on cash programs for ^rsons wqth te uw ha lrt incomes 
be tow $WAkW < hot all o? wheat are clartwfied as poor), the Joverty gap Stood at about 
toll Km Including food stajnpo and housing assistance wouM raise these expendi- 
ture* to about billion and Sower the poverty gap to betwooh $&> bjiUdn and $35 
byrtio^but H would t^ijL^eajfeoa^^ all pemons up so the poverty lines— 

cr ev^ '^ ^ say. Hfl^pjett^t 

^orkL iocentives couW he provided positively by allowing r,KipieuU w Uep s 
share of their earnings or negatively by denying eligibility or keeping benefita low 
for those able to work, but both approaches conflict with other goals. The first 
would be refatively etoensive and wwild provide benefits to persons cloa* to and 
possibly above the j»*erty lwaea— who m«y fe_fes ill need. Denying beftefrfe? U> 
those ab^e to work may penalize some very poor families and may be thought too 
"irilMPejit wr»n^^ be affe'twi and when high levels of Uttetopteymerit 

make it difficult to obtain jobs. 



_ • fociasW in thia jew&fr waald be jwifg aduHs_H» *tfh«^wiia hmw J$w&i Xtt '^i^.^low wscwows 
white jasekiog aa ^tfttt^tiaa Sucfa >ni(gvBdvidk could vxpfoMy be esriadsd, however, as m 90W 
dooe uaoVt the food stamp ptrogrm 




*A*X'< "^yen .UVilLhiv>. v ^*^biitJJu;.i'u/rrjii welfare structural .which incites ?HiiTfM*r*>ui* 
ca>h and in kind program* dinvUtj «f varying rwtpiPoi tff*>ups_ (*han#es that would 
eliminate categories— «Ktfh as .famlj? eWa*ten*tKV~ in dH^rmimnR eligibility 
would meet th** g'XS!* S4j«fpl<ctl>; Jo* administrative costs, and equal treatmettil of 
lifce families, but would be costly. Sri contrast, strurturiritf wHi»n»j|>i^w^8 t» err 
Nance worfi irnvritivv* iS;uld add t<» their romplrfefty might i equm' additional 
i'inirUination ;imoti.y programs 

... V^.t-i'T'?^^^ i5*._meet of these j&mJjk sjmuj.tajitH^^^ 

pr**?ranis. wi!hJst nejBitiyr income tax. for es/4t*^W — would g»wr»fey'- iVMuir*. major 
reMructurmf.* *>* the welfare wysteni Similarly; retargeting benetfl* fiowi entitlement 
pn^affiS toward the piMyt would, require changes in non -means tested programa 
since existing mean* kwiivd r»nc* already prmic&c most of their benefits to poor ftpr 
* i ris Ot h* r )r p c f h for n Ending to t he $wrver<fy pn^Jem wotsjd emphasize t rai n i ng 
ami eduwMK'w A d<setasaion of such approaches is, however hryond 3.be scope of tny 
te^ttfJionv io&tv tether _ fwr the purpose i Host ratio Ji.I shaji_focus on eight op- 
ti*m> to HtgMight tftr? ..W£e_Ui«t arjse in attempting fco reduce poverty within tbV 
context of rhu -i'^rfent welfare M»»tiem. 

EfiGhiixh it national minimum AF1X % fchvfit fin-v/ 

.A* *HK is no* constituted, benefit* vary substantially at ross stale* from a I %J 
maximum guar ,,tnUv level of f?ffi per month Tor a family of ihtm m M fttispappi 
with r» p earnings' Ur a monthly maximum of fMtt in Vermont lor tiie oftine »m 
f ? m J v In (jj'in - ra I . .guafagri ees ha dec jiwr)' in real teiins si nee a I least a nd . 
in proportion ..tie the poverty lines, the APT^C ^arjoi^ee frvet : plus food stamp bene- 
fits aire in ail ,yj&& he tow the federal minimuw gu^&tf£#* for c$ag>tos it^e^viivg 
SSI * 

One way to tf<duce the ^Marion iri A$TC fehefits across states would be tdestab- 
U>H natH>.na£ ttummum guarantee Irvefc for th$ : ^roj^r^rn. swmijar to those for the 

^1 3 7rf % raj *.L.V'o^^__lh^ j.?^^J..^!y l *^^^**^^* , ?' , *' ^0.? f M^_1^^^*^*f.» pr^ r ^n 

*!**i^..V*iW.J^..i^v.T?^ Vbf . APpC* jf^r^nt^wm «et_ai I^Lper 

m<*n t h for &jvi mt \y _ r>f tSmv.for :i*^rtm_pije_, and _c^_ts_cont in .» mnj to be sha red bet we*»n 
the state* and ihf.*. federal ijijov_er_*?tt*frnt a» they _*re txr^tt/^ ftvJi-ral_ ex penditures would 
mirea^e by minion. .to $Kixj million in \$h"> amd sfistc coKti would rit# by an^ 
othef |4."*> million U) $7<Hi ififtviw Benefits would be increased for 1.0 million to. 13 
million current recipients 1/viriK iri 2t» ttateti, arid TS.UK) to Lt^.tHK* families wo'ild be 
newly eligible fcjr the program. Suctv^uarahtee leyvls would result in total monthly 
incomes. mdudiruC fo*>d stamps, of about twnKhirds iS* the poverty threshoU^. 

T° ^rin^ total AFt>C jsius thre^rourtli» of the ppyerty 

* h^^hoids, federal exjpemiit ure» w<vuld_ Have to rise $ L 2 bi H |on_ to < l| bill ion in 
i.?^ j-i and elate, costs by .another. $ 1.0 biijion ^o 11 A&H_ii!»n_._tj nder .this versLon.bene* 
fit** would foe increased 5or \M million to 1 <?_miilior» families living m ^ states, and 
l.VUK.*) to CifMrjMK) families wx>uid become newly eligible: 

r^TabliKhmg- hatUrViiail AriK* minimum Ktta?antees would targes moch of the in- 
ctv-?»e in bt 4 nefits bfi single- fiareht families in states where payments are quite low, 
re>uH:njjj in more ei^ual treatment across state* ^or such lamilies. Oh the other 
hand, national mi mm cms wwiild not allow staler to reflect _t«iical costs of living and 
I**'*?. !f y^.. .^J^P*. 3. e ^en It hat *Jiey cu^plemeni the mini m utn level . 

'%^V_ v A n ^ watioBui-i minimum woul<2 be difficult in states experiencing budget- 
cry pni;ienis 

u S r»« #1 a Ir pmrtu ipaJior. m the u rfrmph *yei/ pa rirn t fv* i^u u iuier A ^YJf % 

tn states aiid tertv[4Jirjes, participation in AFfX* i* \!imit«l to families headed by 
a ^in^le parent In the remaining ^umiicx^Hs the unemployed parent program 
*W>- ii Htate o^ion^c<>v-«»r« intact t«milles IhSt are in heed because the principal 
W£^v ea>ner ^ unemployed 

One way to expand e^igib^ily for poor two^parehii families would be-tc jviake state 
l n w 2 ^*?^^'^ Such n _ opt item 

would provide benefits to an udd attorn^ Kr>.(MH) to l.*i() t (KKi families in fiscal year 



Th*i cunvtt^t^w^rvK^ &*i:t*tei*t f«<d*>ral icuaraat«N> frueA Supplrm^nUJ Security I ntt>me *nd 
fiKid utamj^ (atmumink wrpM^t* q^wuufy fur <m)> the^ standard deduction) w 7$ penvnt ot the 
pi)v*»rt.v level fin ukioll^d idti{£l« i Itfirirag alone and M> percent for i*ouptes Suite nupple- 
m>ii to can fuiSh*^ im^rejiie ^ ha» the hi*fh«rt benefit 

^Uotrurt^T-. i-njt & uit*> nubj^-t to K-^her poverty thresholds to account for sutastantLsJly higher 
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1?*M iticre;t»e» »t Jil iirri-etii to ftf percent— at a total cost of $0.5 billion to $0.7 
hi li+ori. about tliree-fulltM of *jm!i wuuiu be byrnc by the federal! J?!?^TrncT??f!* *_ 

Thus approach would remove the current incentive for men to leave home so that 
their families can bec^e ejmbje for AFDC. and would treat families more uniform- 
ly on the basis of income rather than family characteristic* It would alio provide 
better countercyclical protection against fatare recessions. Since maximum benefit 
levels are generally below the poverty line*; rates of poverty would riot change dra- 
tn.iticaJiy._but proverty gaps would be lowered. (>ri the other hand, state costs could 
n*e substantially, placing heavy burdens on states with low fiscal capacities 

tiider this option, expenditures on AFlX'Jvould likely rise more rapidly in peri- 
ods of increasing unemployment, but because of tiie strict asset test that families 
mu _* t f*^."wrt". Have to d[vesLthemseLve«_of_a 

) a \W/l*'rtjon of nipn^ry assete to be 

eligible under current program rules To support more iamilies unemployed as a 
result "I »_revession. the $KiHM) as*ej limit could be raised. Such an increase would, 
however, reduce the extent to which aid would be confined to the poorest families. 

fcxjxtnd /<**/ stamp benefits 

The. Food Stamp Program is the only ifteans-teaied federal program providing ben- 
efits to fsoor households regardless of their family charact«ristics~worfcing-age 
person in childless households are eligible, it they meet the income and asset limits 
and comply with work registration requirements. The maximum mont hly benefit 
turn paid to t*o- person i households is $1311, or about one-fourth of the poverty level, 
f fc'-nefli * devl irie by At) cents. f<>r each dollar of net income 

J^ius^^ for a broad 

range of poor people, including the forking poor and childless individuals and cou- 
ples who often are not e|igibJe_lo participate in athrr programs; Increasing expendi- 
ture by ${) billion to $1 billion in 198* would, for example, raise total benefits by 8 
pefi.vnt-^ or about jM per pa.-ticipsfit per month: Current law benefits are now pn> 
jetted to be about $42 per recipient during 19H4. 

Ifcswmg the 4naximum benefit level would be administratively simple and would 
increase benefits to all food stamp households except some of those one- and twa 
person households receiving the $10 monthly minimum benefit. Since food stamps 
do riot requirestate matching contributions, thisoption wouid_not_require_addition- 
al expenditures by the states. On the ^ther hand, stage* might reduce AFDC. SSI. 
and general assistance— or limit their irate of increase— at least jwiittiolly offsetting 
stamp increases for those who participate in more than one prugrxtm. 

In addition, food stamps could be transformed into a cash program rather than 
one providing coupons that are restricted to the purchase of food *XSshirig out" 
food stamps mijcht red ace the ^uses often cited fruni counterfeiting arid bltCfc 
market jsctivities; and simplify administration, but opponents object to providing a>d 
t hat could be usexi to purchase commodities other than food. 

Exjxtnii meiiwaid eligibility to all poor families with children 

Medicaid us the join* federal Estate program that Wi nances much of themedicai cae 
,or *p*vific categories of low-income persona. Fob example, families r ecei ving ATOC 
are eligible for Medicaid and some state* have chosen to extend coverage to ttatte 
who. except for their higher incomes, would qualify for AFDC. Many families with 
incomes below _pmert>_are not eligible for Medicaid, however, either because their 
incomes exceed their state's income standard for AFDC eligibility or because their 
Matt- J,*** not provide coverage for families with an unemployed parent. Moreover, 
federal law excludes working poor two-parent famaJiew from Medicaid 

Kligibility for Medicaid could be expended to include all families with children 
whose incomes are below the fwverty level. In 1985. this option would cover an addi- 
tional 12 million to 13 million adults arid children at a federal cost ©7 about f&bil- 
lioh and a state cost of about $o billion, if the current cost-sharing arrangement* 
remained the same .* 

Thi» extension oT ej i^n Wi^would reduce work disincentive* for AFDC fam ilies by 
a^?* f J n K them to continue Medicaid coverage eveta though their earnings resulted in 
a low of cash benefits. It would result in more uniform treatment of families with 



* About on^hulf of thw mdd*d cost* wild be for addiiwaml Medicaid benefit*. 
'-' mcoffpy m grow inoottw kn certain *Jlowr<J deduction*. 

• Proposal*. brcng o*w*irrwi by the IIou*e and innate to extend Medicaid cowagr U> childrm 
in low income families, funded fully by the f«Jer*J ^wmanmt* could serve m the fin* «tcp 
U)«rttftj uniform cownjtr of famUies, although eug&aky would br monr limited than under the 
option being dwemw^d here 



similiar income* Living ih different geogranhic areas and improve their access to 
medical care. On the other Hund, wtate flexibility would be reduced and the addition- 
al costs could represent a *ub«tantial burden for all states, particularly those with 
relatively tow AFDC needs standards and with limited fiscal capacity. 

Expand the dependent care tax credit for tmv-incem* famiites 

The dependent care tax credit provides relief through the individual income tax 
system to working persons with eligible dependents— usually their children. For 
families with adjusted gross incomes below $10,000, a nonrefundable credit of 30 
percent of expenses up to $2,400 for one dependent (for a maximum credit of $720) is 
*il^^_*^ v *AM* iftcotne- level, tfot* credit declines gradually to a minimum of 20 
Peiwiit .of expenses. 

The credit ;_ could be made ref u ridable and cover_60 percent expenses for families 
with incomes, below $10,000. In 1^4, such a change would reduce revenue* by $1.5 
billion ;o $£ billion. _ _ . 

This expansion would increase work incentives by extending benefits to some poor 
families who do not now gain from the credit either because they owe nc taxes or 
because they cannot afford the 70 percent of child-care costs not covered by the tax 
credit. Although U is particularly difficult to predict whether those who do not now 
file income taxes would participate, these changes could double the number of fami- 
1 ies ben efit ing f rom the credit . 

On the other ]^ be beneficial to these, above or 

just below the _proverty_trtresh_Qlds_ who can afford to pay at least a share of the costs 
of formal child-care services. Moreover, even refundable tax credits are enly of l»m* 
ited aid to the very poor, because reimbursement for expenses at the end of the year 
does not help those who cannot afford to pay expenses initially during the year and 
advance payments would be difficult to arrange. 

Change ihe earned income tax credit 

The Ea rned Income Tax Cred i it LEjTCj Prjwndes cash ^ suppleraenu th rough the per- 
sonal, income tax system to working parents wiih relatively Jow earnings. A refund- 
able tax credit is available to those with adjusted gross incomes Jess than $10,000 
who maintain households tor children. The credit rises to a maximum of $500 for 
those with earned incomes between $5,000 and $6,000, and then declines to zero for 
those earning ; $10,000 w more^BeheficiaHes must often wait to receive the EITC as 
a lump sum payment after a year of low earnings, however. 9 

-Eligibility ; for.thl* Pl^^ 81 " 1 Ppuld Jte ixidiyiduais or 
ch i Id jess_ couples, increasing: the revenue_ loss |w_ abou t $500 mil lion . Such an ap- 
proach _wou jd_ extend_cove_rage Ao^oor individuals not now eligible, for_ federal cash 
benefits. I L would also provide strong work incentives for those with not or very low 
earnings and would be simple. to administer. _ _ 

On the other hand, childless couples or unrelated individuals who are very .poor 
because they have no earnings would remain excluded from cash benefits (unStss 
they are dis*«Mud», while full-time students with earnings would be eligible unites 
explicitly excluded. Moreover, this option could act as a wotJc disincentive for those 
with slightly higher earnings, because they lose 12% cents of benefits for very dollar 
of income between $6,000 and $10,000. Mah^ more recipients are liEely to be found 
In .the phase^ut r program imposes work disincentives than in the 
pha^in range where Higher benefits under this pro- 
gram_inight also preclude other options that would direct additional benefits to poor 
children. 

Other possible changes would be to increase the ske o^the credit or to lower_the 
12 5 percent tax rate used to phase out the 'Credit. Both approaches would raise ben- 
efits to Whe working poor, and the second option would lower the work disincentives 
of the K3TC. although compared to other means-tested programs the disincentive is 
already low Such changes would* however, extend benefits to additional families 
with incomes above the poverty lines. 

Expanded child support enforcement 

The child support enforcement program is quiie different from the other welfare 
programs discussed here, since it does not provide federal payments to families or 
individuals. Rather, this program provides support to the states to aid families ih 
establishing and collecting child support payments frotm absent parents. 



» Employ ers, have generally Wn reluctant to participate in that part of the ETTC which per- 
miU employees to ink advance payment* of the credit from the employer. 
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The lack of child support payments from absent parents contributes significantly 
to_ poverty Atl 1382* only AQ_percent of poor families with an absent parent had been 
awarded child support payments. Among those with awards, 39 percent did not re- 
ceive any payment in 1981 and many others received only partial payments, More- 
over, court-ordered payments averaged only $2,050 a family, less than the increase 
in the poverty thresholds for one additional chili 

Several different approaches are possible to increase child support payments. One 
would make certain enforcement techniques mandatory for the states — withholding 
of child support payment s frojajrages, for example, Wa^ wUhhold^ wouid prob- 
ably increase child support collections by at least 10 percent and would help rxra- 
AFDC families jilrectly. The federal government would save $25 million to $5D_nut 
1 ion _a year, from, mandatory withholding, jnit AFDC families would not gain since 
the colIei^ns_wjiuJd_be used to ofSet ATOC benefits. 

A second approach would seek to increase states' handling of non-AFDC cases, 
either bv incentive payments or by requirements such jbs clearinghouses through 
which all child support payments would pass. Changes in incentive payments could 
be implemented without any increase in federal costs, whereas setting up a clearing- 
house would require initial computer and other development costs in somes states 
and could cost up to several hundred million dollars a year thereafter. Both options 
would aid poor, as well as nonpoor, families by raising the incomes of needy families 
who do not participate in ArDC. The magnitude of poverty reduction from these 
approaches is hot known, however. Opponents also point out thai requiring specific 
enforcement techniques might violate states' rights, and activities such as the cre- 
ation of interstate data banks might invade the privacy of individuals. 

Moderate the asset test required under SSI 

SSI provides benefits. to aged and disabled persons who meet both an income and 
an asset test. The income limits forSSLarejebtivjeJygene 

AFDC and are indexed each year to the growth in the. CK. By contrast, the asset 
test of $1,500 (ct an individual and $2^50 for a couple has not changed since the 
beginning of the program in 1974; If the asset limits had also been tied to the CPU 
they would now be approximately $3,050 for individuals and $4,550 for couples. 
These Umits may contribute to the low participation rate among the elderly and dis- 
abled who would seem to qualify for SSI on the basis of their incomes. 

The costs of raising the limits of the SSI asset tesVby 50 percent are difficult to 
project, but would likely be less than $500 million. Such a change would increase 
the number of elderly and disabled persons eligible for -SSI* since those who retain 
some limited savings against future emergencies would be able to participate in the 
program, although ^ w_ not fcnom._Siiioe- 

assets held in nonmonetary forms— such _as a car of modest value or a home of 
modest value^do noLratnct^ligmiti^^ families with 

sim ila r resources more uniformly. _ On the_other_han<L the asset test currently ex- 
dudes a number of resources so that the limit applies mainly to liquid assets. Poten- 
tial recipients might, therefore, be expected to exhaust their own savings before re- 
ceiving aid from the federal government, particularly if extra expenditures on such 
persons would preclude aid to AFDC families or other poor persons who are subject 
to even stricter asset tests. 

CONCLUSION 

Since 1978, official poverty rates and poverty gaps have both increased, particu- 
larly for those under age .65. whose state of 
the economy ^Thoiigh_haj(ed_on somewhat arbitrary thresholds, these rates indicate 
whether the poverty pjxMem is^rowjngor declining. 

If the economic recovery continues, poverty rates _wil!_ decline Jrojn_ theirra_mnt 
high levels: The Congress will have to decide whether changes in_w^lfa_re programs 
are heeded to accelerate this decline and, if so, which of the conflicting goals dis- 
cussed above are to be given priority: No single program could achieve all of the 
goals simultaneously, and policy changes such as those considered in this testimony 
would all increase the costs of the welfare system. Especially in a time of fiscal! 
stringency, one way to finance benefit expansions would be to adopt cost-saving op- 
portunities in other programs. CBO f s annual volume on deficit reduction options, 
which will be released next February, will analyze several such measures: 
_ As the Subcommittees wrestle with these difficult decis ; ons, the Congressional 
Budget Office would be pleased to provide further detail on the illustrative options 
presented here or to analyze other possibilities you may want to consider. 

Chairman Rangel. thank you, Doctor. 
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The Chajr. would like to advise the members that the fail com- 
Si it ire wilt be requesting the hearing room at 2 p.m. when we 
resume oar deliberations, marking up the industrial development 
bonds; and so in order to get the maxiniJiri exchanges between 
members and witnesses, we will proceed on the S-miriute rule. 

Dr. Pehner. on the basis of your analyst-, could we conclude that 
the major reasons for the increase in the poverty rate from 1981 to 
is primarily the recession and the budget reductions that have 
been enacted in l^Sl? 

Mr. PEXXfcR. Yes, that is correct, with probably the biggest cause 
being the recession, although we can't estimate this precisely. 

Chairman Rangel How much of the increase could you relate to 
each factor roughly, even though 1 know yoa cannot be precise? 

Mr. Fknner. We really are unable to alb that simply because the 
income statistics that we have do not correspond exactly to the 
very precise poverty lines. Moreover, it is a very difficult matter to 
assign the effects of particular changes in the welfare rules, such 
as counting stepparents* incomes, for example, for very specific 
t;trviil itrs. So we just have not been able to make thai very precise 
distinction; 

You can see. however, from figure 1 in my testimony, how ex- 
tremely sensitive the poverty rate is to the business cycle. You see 
it going up with the recession of 1970, and going up again in 1974. 
Of course, we have now __h_ad_ two recessions back to bkek, in 1980 
and lii>2; without having time to recover from the first one before 
we were hit by the second. So that is a very major factor in all of 
this. 

Chairman Rangel. Can your office direct the Chair and the 
members to any study that may try to show the actual economic 
cost of poverty in dollars and cents? What I am trying to ask is, as 
a result of cutback in medicaid, can we have any projection as to 
the increase in illness, disease and, therefore, institutionalized hos- 
pitalization? 

Has poverty affected education and, therefore, lack of training 
for job opportunity? Has poverty affected productivity? Can we 
project loss of income taxes rather than the cost of a transfer of 
payment ? I know it is a complex question, and I don't raise it for 
an answer today except we constantly hear because of the OI_ bill 
or thr education to veterans and, of course, everyone agrees that 
the contribution that they have made in dollars and cents, forget- 
ting the contribution they have made in scientific and advance- 
ment, has been beneficial: 

Have studied been made by economists as to the dollars arid 
cents cost of poverty? 

Mr. Pknnkr. I know of nothing as comprehensive as ynj\i are sug- 
gesting, sir, partly jHfcause this increase is a fairly recent phenome- 
non, but perhaps more importantly because the sort of thing you 
are suggesting would be just so difficult to do conceptually. 

Chairman Ranged Then is there any way to talk without even 
trying to cJo^e the gap or to cap the irvefease, in poverty as_ to the 
increase in costs as it exists now for local, state and Federal- Gov- 
ernments as peonle are thrown into the entitlement programs? 

Mr. Pknnkr. One aspect of your question is the Budget costs of 
such things and we do, of course, have estimates for the Federal 




buifet : t ;>F How much, for t-xariiple, ah increase in the uht:r*:nlby- 
ment ratt- ofolie percentage point would cost. 

Chairman Rav<;eL What figure does yoar office use? 
__Mjr Penner. We are currently revising our estimates of the 
effect of changes in the unemployment rate on the deficit, but the 
ryvised .estimates, will hot be available for several more weeks. 
When thest* calculations were made last year, however, the impact 
on the deficit of a om^percentage-point increase in theoinemploy- 
ment rate was estimated to be roughly $M) billion to jwi5_.bi.Hion in 
the first full year after the change — a decrease of $2-1 to $2tf billion 
in revenues and an increase of $5 to_$8 billion in outlays: 

Chairman Rangel. $3H billion to billion each? 

Sir. Pksser; That is the order of magnitude. 

Chairman RangeL Mr. Campbell? 

Mr Cam^hku.. Thank you. Mr. Chairman. 

Dr: Penner; there are two points that I think you have made that 
are very important, and one is that poverty is extremely sensitive 
to economic conditions, the situation in the country. Let me ask 
you this;. are. people that are atihis end of the spectrum better or 
worst- off with a lower rate of inflation in the country? 

Mr Pksser. Well, again, the problem is vejy complex. 

Mr. Cft&ii'HEM: Doe> high inflation exacerbate the problems of 
poverty? 

Mr Pessek. It would plainly affect the AFDC population be- 
cause their benefits are not indexed officially for inflation, and the 
Statt»s have hot, over the last number of years, kept those benefits 
rising with inflation 

Mr Campbkix. In j relative sense, with percent inflation, would 
a person be better off if they were bri AFDC than if inflation were 
1 ^.percent? 

Mr Penner. If the States continued to follow their past practice, 
that would certainly be true, yes. 

A!r CampheU- We have about that today, as opposed to the 
other in r.*7!* and 1HSIP. 

Now, you mentioned the double recession in and the recent 
recession back to hack. If we all know that the recession impacts 
poverty., why did poverty start to go up in 1**78 and^ in fact, we 
were spending more money at that time and a ostensibly were not 
in a recession? 

Mr Pennek. I would suggest it is mainly because of the very 
closely Jinked problems of inflation and productivity at th&t thne; 
♦Mr. VamvbWu,, Productivity was going down af ihat time? 
Mr. Pkkhkk. Yes. 

Mr Campheil. It is going up now, isn't it? 

Mr Pennek. Right now in the recovery, it is, 

If you look at what happened to median family income over the 
period that you are discussing: In 15W2 dollars, it went from $2!i;0!K) 
in W>> down to $24,fi2f> in I'M), to $2:^7<n in 19H1, and to $24,4** 
in_itH-!i Real hourly earnings, for example,, moved negatively in 
l!l7!t. VMl and PJ81 arid have gone up very slightly in _li*H2, 

Mr. Campbell. Ix»t's go back to that. People s real earnings in 
WilX and l!*7!) were going down and they are how going up; is that 
what I heard you say? 



Mr. Pknnkr. It depends on how you measure it, sir. Median 
family income continued to go down in _ 1982. Real hourly earnings 
went tip ^eighteenths of 1 i»rcent_m 1982. 

Mr: Cahpbelu So real hourly^arnings went up in 1982 and they 
were going down in 1978 and 1979? 

Mr. Pessol Between 1979, 1980, and 1981, yes, sir. 

Mr. Campbeul. How about the after-tax earnings of working 
people; do you haw that .figure? 

Mr: Pekner: 1 don't Jiave that figure: 

[The information follows:] 

Average household incomes have declined in real terms since 197K whether meas- 
ured before or after income and Social Security taxes (see attached table): (Changes 
in after-tax earnings alone cannot be calculated, since income taxes are aasessed on 
total income, not just earnings, and rates depend on the amounts of other income 
that households receive > Overall, housebote^' average after -tax income was about 
Kl ^rcent lower in real terms in 19h2 than in In (^panm average bef ore- 
tax income declinfxi in real terms by atwut 7^ percent oyer this period. Between 
j ^^_howif there was a small increase in the purchasing power of both 
before- and after-teot incomes. 

A«RAG£ HOUStHCXO INCOME. BEFORE AND AFTER INCOME AM) SOCIAL SECURITY TAXES, 1978-S2 



1&73 1980 Ittl \*2 



\r cjrtfflt aowri _ _ _ . . _ _. 

**rsge r&stac income firtn a*s J1Z730 $1S:544 $21:063 $22,117 S24JOS 

«*raje income t» m per fiousenoB 2.135 2 655 3,039 3.401 1 3.312 

fcerage saciS sectfrt* tS« paid per hoiMtiow .... 732 821 -£S1 — 1156 1 ,1 01 

A*rigt riousejwM «Kome after federal meant anc social _ 
sec^'wes I4.S63 16,061 J7.1J3 1U30 13J19 

I* constant (1982 >_dollars 

Average House** income More lues . $26,243 $25,9tt 124672 CUM $21,309 

Pecemafe. rM? or te^reatii*__te &revjo& year __ . . - 1 0 50 ? 0 * 5 

Average rwusenok! income after federal income and social securrfy _ _ _ _ _ 

taies _ - . ... $21:560 $21,35? $70,06! $19453 $13111 

Percemaje jrowTft or ma* mm to previous year S -60 -31 ♦ I 9 

Mr. Gampbeul. Just supply that for tfie record, I would appreci- 
ate the comparison between 1978 arid 1979 and the 1982 compan* 
son. 

The other thing that I would like to get into, if I might for jiust a 
moment, is that in i960 we had almost 6 million children, or about 
9 percent of the children living, in single-parent families. In 1981, 
the number of children m _iiMU^I%ivtlt famiHelhad risen to 
12,«)O,0O0, which is about 20 percent. But by 1982, it had jumped to 
22_perceht. 

Now, your testimony that jou presented a moment ago pointed 
out one of the major problems that we have— and I opened with 
the Mine ailment— the fact that the problems of the ; iingte- 
parent household and that group or that part of the family being 
thrust into poverty. Would you not say that the single-parent 
famijy is one of the causes of an increase in poverty? 

Mr. Penner. It is certainly very important, and the absolute 
humors foaveH draw your attention to 

figure 3, which 1 must confess surprised me a SittSe bit. That figure 



.shows that married maple families grew very rapidly as a share of 
th^ poverty population as well, from 34.4 percent of the population 
in ii#TS to 40 percent in 1982. But you are absolutely fright that 
single-parent families grew in absolute numbers over that period as 
well 

Mr. Campbell. So if we could attack that problem of child sup- 
fx>rt, then we could impact some of the problems of poverty? 

Mr: Peknth: Yes, sir, that is one of the options described in the 
testimony. 

Mr: Campbfxl. Thank jou, sir. 

Chairman RangeL Mrs. Kehhelly. 

KENSELLy. L JThere has been some talk, sir,_ about the pay- 
men r of income tax by people who are below the poverty level. It 
testeeh an issue [of rohtrbyersy. 

f lave you got any idea of tfie magnitude of Federal income tax 
paid today in comparison to 1378 so we can see if this is one of the 
things adding to the poverty level? 

Mr. Pe.vnejl I don't have specific numbers with me, but I think 
M** basic point is as follows^ In the early 1970 s, the tax system wis 
adjusted in a way that overcompensated for inflation among the 
lpwer-ihcbme jjrbups, particularly by greatly increasing what we 
used to call the standard deduction, and we now call the J»ro 
bracket amount. Since the late 1970's, however, we have not been 
adjusting the basic exemption or the standard deduction for infla- 
tion. 

__Mrs. KjLNN'EiXY. Just one other question. In all our testimony 
and all our remarks, we did mention the increase^of poverty among 
female individuals, especially those who head single-parent house- 
holds. 

In your work in getting these fibres together for us, have you 
ro^e across J*Dy_ idea that might help the situation rather than just 
watching the rates go up? 

Mr. Pknner. Again, that is a very difficult question, ir you mean 
simple economic aid and if you mean concentrating on the very 
poorest among those in that population, I think that you would 
!°pk carefully at cha^ng the Aro^minimu^ 
would be something that would impact that particular problem; 
_ Tbatdoes not jjq [to the sociology of the issue, of course, which we 
have not. investigated; 

Mrs. Kennelly. We are all worrying about deficits. Say we in- 
creased payouts $'X to $4 billion, do you think that would have a 
terribly adverse effect on the deficit or do you think by doing this 
and putting people more into the mainstream we might encourage 
people to be able to do better? 

_ Mr._PK_NNi:H _If you jnean_ would you get enough feedback to pay 
for-such a move^ very probably not 

The effects of such a move, of course, would depend in some 
detail as to how you would finance it, whether by deficits, whether 
by Creating new money, whether by taxing, or so on. 

Mrs. r^NNfUxy. ^ _nq an^er really? We really are dealing with 
a problem we have not got the answer to? 
_ Mr Penner. I am ^yihg that the answer in 
ting effects; Where exactly you come out net for that population is 
hard to say. 
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Mrs Kknvjjh Thank you; sir. 

Chairman Kan<_;ki. Mr Ouncah/ 

Mr. Duncan. Thank you, Mr; Chiairraan. 

Pr : Pen nor, the poverty rate has been increasing since 1978. 
What has happened since 11)78 that actually caused the poverty 
rale toincrease? 

Mr PES nek. I think it is thie factors that we have already gone 
met it ts very doseiy associated with the business cycle, as wry 
apparent from figure 1 in my statement. You see the cycle for the 
recession of ItfTtf very ci^ariy, and of course the recession of 1980 so 
quickly followed by That really caused the rate to rise. 

J* pJ°?*[y_ a-^**atrf_wjth ln * unemployment rate, which, 
though it went down from 6.1 to 5.8 percewt between 1978 and 
iMTi*. then went on a strong upward trend to 9,7 percent oh aver- 
a^re in calendar li*>2: t have already mentionedahe fact^hat AFDC 
benefits in particular did hot keep up with inflation. You can see 
that the elderly, on the other hand, living on indexed SSI and 
social security, remained relatively constant over thai period. And 
then, of course, in ltfKi there were the cuts in the AFDC program 
and. the. food stamps and soon: 

Mr. Dt'Nt AN. Recently in the Forbes magazine I read that a col- 
umnist indicated that a great number of people were unemployed 
by choice, that they did not want to work. 

What effect does that group of people, street people and so forth, 
ha\i* on the increase in the poverty rate? 

Mr. Penner. I don't have any numbers on street people in par : 
ticular^ 

Mr. Duncan. Well, hot necessarily street people, but all those 
people who are unemployed by choice. I think we all know in all of 
our communities we have such people. 

_Mr-_ i*KS>' _ That is a very difficult concept, sir, and perhaps I 
am not sure what you mean; If you mean permanently bv choice, I 
t hink that i s a ve ry s ma 1 1 h u m ber , I f y o u mea ri i ris 1 ead _t fiat people 
search a very* long time before finding just the right job, that is to 
say. perhaps rejecting one or two job opportunities while they are 
searching in hope o^sqmethihg better, something that suits them, 
that of course is a more important phenomenon and probably in- 
volves a very large portion of the unemployed, except those tempo- 
rarily laid off who have a job waiting for them: 

That choice, of course, is affected _by bur benefit system, the 
nature of unemployment benefits, ouir tax system. vmti m on. 

Mr. Duncan. Thank vou very mucih. Dr. IVhner. 

Chairman Ra.n<;ei.. Mr. Stark? 

Mr: Stark Thank you, Dr. Penner, for your testimony. 

I want to just see if I can get fcome ball park figures from you. 

in your testimony voa indicate that the lli percent poverty figure 
would be pretty hard to crack down no matter what you included, 
whether you included unreported cash income or inkind benefits. If 
you lump everything in, you might get it down as low as 14 per- 
cent. 

Hut is it correct to assume that it is unlikely that you are going 
to find less than 14 percent for citi7^ or 
would you say if you include everything voa might get down to 



I am kind of looking lor a rockbottorri figure taking all kinds of 
consumable, L*-^al and illegal income: and all the -cheating that 
people on welfare can da How low do j ; >u ratchet ii down? 

Mr. Pen see. One of the difficulties ^ tow do you treat medic- 
aid 4 * Obviously, you would net treat it according to how many bene- 
fits sick ^rwns_ nrnjv^ Jbjra were the 
richer they wmild iiX)k, and that would be rather foolish: 

. ^.t« .-tnn* * w*>ww> **L***?»J r |*tvj*»E^ «■** v tttttttg vrCr t Jj, 

Mr. Pesser. No But if joe tried to estimate the insuraru^e value 
of medicaid— that ii?, how much would it cost to buy thai insurance 
policy— and count that as income, then the poverty rate would take 
quite a sizable drop down to 10 or II percent. 

We did hot do that because we don't thjhk_mahy : pwj>le at that 
income lev-*! by their own choice would buy that kind of health in- 
surance. 

.Mr Stark. Or get sick just to have a gallbladder removed? 
Mr Penner. Certainly not 

.But. on the other side, it has to be said^hat the l^erty rate is a 
rather arbitrary concept As you know, the rate was calculated by 
trying to look at the minimum nutritional need and then simply 
multiplying that by .T Well, you might say, why 3? Why not 2.5 or 

•* . 

The intent w hen Molly Orshansky invented the poverty jrate_was 
to have an absolute notion of poverty rather than always having to 
talk about it in relative terms. I think _jt_ .served that purpjwe, al- 
though I think she herself is a bit dismayed at the extraordinary 
status that it has gained in public policy discussion. 

Mr. Stark. When do you think we will get down to 1 1.4? 

Mr Penner. Well, if you look at figure I, sir, you will see that 
the first thing that happens in recessions is a very sharp jump. The 
VM l-7~> recession y * ^'asssic in that regard: What then follows is a 
nither slow decline. 

So, for example, after that 1974-7f> recession, we never quite got 
down to the trough again, although we almost made it by 1978, 
w hich was about -i years after the recession. 

Now; obviously the correct answer to your qu^t fen depends oh 
how fast the <*conomy wi]I grow and _t hat _i^._of_cmirM\ always diffi^ 
cult to say; but it wocid be hard for me to imagine the rate getting 
back down to the PJ7h arid 19711 levels in less than three years. It 
could take longer. 

Mr. Stark. Would you say to pick a number to the closest So mil- 
lion, except for the administrative parts of the program, that we 
could for 40 or V) or III) or ill) billion eliminate poverty in the aggre- 
gate?. Is there, a number that you could jrfcfc out of the a|r that 
might add up to 10 MX missiles or 9 B-l bombers, or something in 
thai range* 

Mr Pennkr. Well, the poverty gap itself, as we mid, is $43 bil- 
lion in. 198.1 dollars. 

Mr. Stark. So if somehow we had the magic answer to get the 
right money to the right people in the right proportions, which is I 
think a bureaucratic nightmare, _wg raulo^Ktn iiLihi* 
country by sending an absolute maximum of $56 million. Admits 
Uxlly, thet^ are aome technical problems of getting it done, but I 
am trying to get this into proportion. 




Mr. Pennkk That is our estimated difTere^n^i^tWeen tb^ in' 
comes that people have and this rather arbitrary poverty line that 
we have bwri talking about. 

Mr: Stark: That amounts io about the cost of 10 MX missiles or 
Itf_B-l bombers^ does it hot? 

^Ir.P?**?^ those costs in my head, sir, but I will 
provide, them to you later, 

Mr. Stasx. !t is about $4.5 

_*j r P^*??*-..!?* *** :_H*Bk& important point about thinking 
about it that way, however. The problem with that, of course, is 
that, if you were to just give people money to bring them to tlie 
poverty line and then cut them off cold at that point, you would 
have a terrible work disincentive. So usually you would think of 
smoothing that out or letting the amount decline as their income 
rose: 

Mr. Stark. I don't nveah to minimize the tremendous problem in 
cr^tivejy sust^ _^as^, suppling, them. It 

isjiot easy: As many of the professionals in the field find, money 
does hot always solve the problem. 

But * think it is _s good ide j wmetimes to get the aggregate 
amount relative to other amounts of money we are wasting in this 
country into proportion and understand that it is hot, beyond our 
economic resources to solve these problems. It may be beyond our 
intellectual resources to do it, but not economic. 

We_haye the resources in this country if we could figure btit how 
to^ipiply them: Is that a fair statement? 

Mr. Pekvejl Well, yes, coupled with the notion that, of course, 
such nrfistrij^^ involve profound value judgments 

that the society has to make. 

Mr. Stark, Thank you very much- 
Chairman Rakgel. Mr. Thomas? 

Mr. Thomas. Thank you, Mr. Chairman^ 

Pr^Pehner, every once in a wh/ile we get carried away with this 
poverty level: It is as if it is an organism that we need to eradicate 
and it would be OK if we could do something to get rid of it, when, 
I" fact, as I think was stated earlier, it is a condition of being, of 
existence which changes over time in terms of the definitions; And 
that is part of our problem. 

In the statistics that we are pyen. for example, J ^78 ^ci^^red to 
YSKh 11 A in !978_and approximately a 15-peroent rate today, has 
the definition in fact of poverty changed between those two peri- 
ods? 

Mr. Pennsr. No, it has hot. 

Mr. Thomas. There was ho change at all in the definition of pbv* 
erty between 1978 and 1983? 

Mr. Penner. The line, of course, was adjusted for the consumer 
prjee index and you _might aj^e^hat that ww overetat^ p we 
noted in our testimony. It is very possible. that the bias of the sur- 
veys differed somewhat between 1978 and 1982. 

For example, there is some notion that the undercount of poor 
people was more severe in 1978 than in 1982, but those are hot 
definitional chantfe* but rather practical changes in formulating 
the statistics. 
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Mr._ Thomas uXnd [jso if we get better at collecting statistics, it 
^RpOwrise.afiect similar to the crime rate or other aspects. 

_My problem is, when you focus on a particular number and &y 
we Have to get back to that number aha somehow the number has 
si^iffczmctv but again, it tends to gve tte cwiqept ^powftf alife 
of its pun wfien we are really talking about people and a condition 
of existence w hich may or may not be altered over time. 

In terms of the type of people, after- all, we are talking about 
people living in particular conditions of existence, in terms of the 
type of people within that poverty level, 1 know there ^ has_been 
some discussion again about the shifting type of people, the single- 
family structures. 

Mr. Chairman, I_ would ask- unanimous consent to include in the 
word an_ article from the Cfctpber_5 _WalJ Street Journal which 
has, J think, some very enlightenjjng statistics about the changing 
patterns, hot just of the family structure, tot of birth rates and 
other factors, w hich I think definitely aflect the definition of pover- 
ty 

[The information follows:] 

From the WaJJ Sen*? J*tum»l. Tu— day. Oct 5. 



Sent t to and Abandoned; America's New Pooe 
(By Bruce Chapman > 

The way »f use and understand certain word* has special importance in public 
lift^ billion* of dollar* could [be ndihg on it 

J}^JT\ijtf^fMi(^ m^^^ Jpve lb ^mo^pliic_af^_econom)Jc terms tend t©_n*: 
fty*™* thf wa X Pf*!* 11 ** get defined, issue* developed, legislation drafted and those 
billions ofjtoUars spent 

TjytfjN' :<»9Grpt_©( "poverty." 

_ Poyem in America, as officialJy n?*asured* went^fromJ?5.4 ratflioa_peraofis below 
poverty fcvej jn J 970 to 31 M cullion_ in 19* I ._ Wtth_ seeming incongruity, that rise 
took pace during the very period when federal programs to combat poverty wtrw 
greatly eipanded 

Slow overall economic growth in the 1970s and Shree recessions, mav have erfa^vtf 
a part in the perverse upward trend of poverty. But on closer inspection it also ap- 
pears that the official measure of poverty may be somewhat overstating the riiunv 
bers of the truly pbor^- 

For instance, the official measurement of poverty doesn't taJu> mto consul rsn^n 
the value of such in kind benefit* as Medicaid, public housin<r subsidies, achowl 
!uncrw*s an<i food stamps— federal programs whose costs, after inflation, grew eight' 
fold, from $5.2 billion to &2A bill ion between 1965 and 19H0 

stoat sjncuc fAac^T famiucs 

Also a Hource for possible official overstatement of poverty is the underground 
economy, wtaich cannot be measured accurately, but which nearly all economists be- 
lieve has been expanding; obviously, it s largely ignored when "poverty" ts meas- 
ured 

Receipt data now points to another factor in today's relatively high official poverty 
levels—the eiparuUhg number of single-parent families, more than half of them 
poor or near poor There was a K9 percent increase in single-parent families during 
the past decade, and such families how constitute 19 percent of all families with 
chUdren 

There <$oes seem to be at least a partial connection between the change in atti 
t udes to ward fsmily life, the rise in single-parent families and hi gh r***rtr rates. It 
ttsjn^ *_newt *e wttfarvft tHtt*rt*&h. *f ■cw*rse, a*** *** cm expect swaggeaUsm fram a 

few quarters that no link exists st all. 

_ At the outaet^for example, some question trn? proposition that the traditional 
family institution in America really is in decline. They tend U> dismiss the doubling 
of the divorce rate. in the last 1 5 years as mere evidence that bad marriages are 
being ended with leas hesitation these days. Likewise, they may chalk up the last 
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«£>a»ir_s ti'.'.t' retxiarria^e r;ale_ to a mk.*re_sc^ plicated populace who 

ha v e lea roed that >;el 1 i 1 ^ hu rned iNk.'r.b enocgh " 1 Vrtia ps 

_But it 5>_hard__to_disrnis*.the increased rate of roarlaJ separation, especially _wnen 
one consider* that separation S ofter jus* a euprs^misra for abandonment The in- 
crease in separation is of particular cockiern among black families, where there were 
— "» separated peiSoh^^er LUisJ married jjervohi in l v J*l. lliaai figure was up from 
j*t :r**VA". I*** F*i?[_^hite». tfc increase was from 21 to _3jwr 
S.t can _oij? rationalize easily th*- ^ruwin*: number of out -or-wed lock births thai, 

__ Amorui whites the increase waa ji*om ^ in to If; in l!O f while for blacks 
«he number rose from in \*n** u\ ?Cft tt\ 1979 Four out of 10 of all out-of-wed- 
!»*cr *vf?h>. »•>■•»* ~r are t****" -*f>*r> - - 

t>he result of siich a surtfe in divorce, separation and out-of-wedlock births, then, 
has been a concurrent r;se in sih^Ie^parerit families—ytKt of them are maintained 
bv wmmen 

T^hese facts are worrisome jn tjrcmsejyes^ but might_be_ consigned to the" social 
issue agenda alone it tbey did not, in turn, ullus something about today's econom- 
ic issues: notaly the problems of proverty and of public spending on social programs 
fr>rnt to alleviate that proierty Family dissolution to helping create a strain on an 
.» ready taut federal budget 

l*j)»u* Bureau figures *u££e>t that when a father phyijc*lly leaves his family^ for 
in>tan*r. h^ tends also to Jeave _ h» jofrner _depend^ts__tp their_owTi_ device* finan- 
*_>«JLv and utter to the_care of jLHivernment. Only two-fifths of single- parent families 
m.itntairHij bv vnmen receive child support payment* from the father, and only a** 
of ne\ ft married women with children On the other hand, one-half of all families 
riiaimaified try wimjen receive some forth of public a^istance 

Thus, tfie single-parent family is the newly significant factor in the nation * high 
f^^r/l^ r i **¥ r "* r?H *P Kr t ' w i ri ^ SK3lC ^*l ^P^*^^ 1 *-. ?* J* AN 1 * such fijntfies are 
l»*_*XK r ^^y 'Ahfy arv noli, but that there are so many more of them swelling the 
ranks of t he p*Jor_ 

_ Wr^nJhe_ejfect _()f the_Krowth of single-parent families is examined, in fact, pover- 
ty was in retreat in the past decade Poverty level* for year-round, full-time workers 
have fallen close to zero, and those few- full-time workers who ire in poverty are 
there primarily as a result of Iartfe family sixe, hot low salaries 

Much of the new data thai illuminate the relationship i of simK^^reh^Jamily 
status to poverty are found in a recent Census Bureau report by Gord on Green and 

*^*td_^!niafc^^ And Income Dlffe^entjAisV ,, 

_ _ ^_nion^ the tiiTrn/WriniaJi revelations is that real median family incijnie, which 
**!nt up only _l/7_for whiles in the ltTTOw. jind declined ..W for blacks, reflectt the 
cons^uence* of .increased, family breakup, bat doe* not repreient what happened to 
intact families itwo parents! Thc real incarrve of intact families went up in the Ttis. 
lnd*i*d; as Messrs: Green and Wetni*k estimate, if one statistically adjusts the 
family c»»fhp»»*itic>n of the JHNJ popuUnon iti ^th> US. to reflect that which jwevailrd 
in real median family income would be aeen to ko up Jit for white* and U*^ 

for blacks ln__bt her words, had wr not seen the increase in sirurle-parent farnij ir*in 
I n *' ^*7.^v A* 1 ?^ «i ! _"ih*!r factors had remaj n*d_ cjonsian it, we m ight not ha ve seen 
such slow growth in median famil> income and such a high rate of poverty. 



rr>vrjiTV-wvowrK unk 

In refiortjn^ the (Ini'n Welniak >4udy, the Censu* Bureau did hot examine "cau- 
sality" betwi^n chan^ m« family com position and hu{h p^vrrty rales, but planted 

*'**))> s ! rtm *? ^ >rri4 [ a Jl°n ^r^ r _ a Jlvironit|via 

1 <>n 1 n h^ ^ A°_ f^ni i ly brea k up. %s_ we I j as_ y ice_ versa IVrsona I ly J^meyerj I u ue«t ion 
whether poverty per *e is playing a larsrer trtan -usual ro4e_ i_n tojday s levej of family 
dis^olufj*^ since we Maw no comparable trend, say. in the far worse times of the 

tireat IX^pffession _ _ _ _ . .. 

. By coinctdenc*\ a little-noticed report released last Jurie_hy (irr^ J. Duncan of the 
University of Michigan's Survey Research Center used different statistical method- 
o[< W f rom t hat - of i he On»us fiufeau. hut came to similar conclusions, w ith d i rect 
eyrfj-ftrfie Jfee h*Awm pewrty ad»4 faulty ^mjpmA itm c)wu^f«. SBr. [>»?wr*ft's 
r* V** *teU*d, 'Jhvorce js eo>n<w^ chil- 

dren involved ^ jnto and out of i»vrrty/ > 

. . Trw_<e wfe deny the existence of a real decline in the traditional fan«i)> in Amer- 
ica, and JLhose who accept_it but oeny that it has any serious consequences in affect- 
ing income leveU. would hav» us ignore the new reality of poverty in America But 
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*»th u>i fgrt THKijti arid KiMbiiiM if.t«*r^L!jofto; ihr new poverty reality must be rec- 
i%CTi/r3 if Hther the- cttariiS^J or ihr ch-*n^d ncuoomy ia to b* understood 

Mr. Thomas. In addition to that. I think the Government re- 
sponse to povvrtv^ has changed over time, as was indicated Jn your 
testimony and others: We have gone from basically cash support to 
irikind support. 

This is a very difficult inn, but I »m! you to think about it 
and respond to it. I don't mean it in. any cynical way. Let's take it 
from a positive j^itioii. We ^ 

lack of it at or below the poverty level based on our conceptual 
framework of poverty in tit*? 13«!0s and then look at todays situa- 
tion using the same concept of |»verty and the quality of life today, 
ts there a difference in your mind? 

Mr. Pennkr. I think very odiously there is, sir. I think we have, 
between the early ltM»0's and today, added very greatly to what we 
call the saivty.net; and that is important in two ways, it seems to 
me. First, it simply raises levels ctf ^ihepme. including the i 
benefits and income Second, it cushions any fall in income ot it 
projects agaiust jiarticular risks. 

For example, { mentioned the difTrcuity of how to handle medic- 
aid in defining what poverty is: Bat no onewoajd deny that the 
existence of medicaid has been a gH\_: benefit to the poor and has 
protected them against certain risks. 

Mr Tkomxs: There are people who utilize the full benefit of 
their medicare protection that wouldn't think they are better off, 
but psychological j> someone would feel that they are better off if 
they knew it was there. 

Mr. Pennkr. That is the jjqirit I am Jtryirig to make, sir, and how 
you put a dollar value on that is extremely difficult: 

Mr. Thomas The point I am trying to make is that psyrhdlogi- 
cally arid physically, with what jau say, is roughly u similar ^defini- 
tion of poverty; on a quality basis, on a level */»/' existence basis 
people are relatively better off today than they' were, let's say yes- 
terday, arid if we try to take it as vf monetary approach and do 
away with an anthropomorphic tfiirig called poverty that tomor- 
row, the definition °f F*> v **rty will again change arid that iri fact we 
are, in essence, trying to solvea moving target. 

.Avid my cohctrn is in the efforts to try to solve this, you indicat- 
ed a number of changes that might be appropriate, including the 
national minimum A FIX: series. Many of those have been voted 
out by this rcmimitUHS and they h«ve riot become law. 

But if you took that package which you indicated would be very 
desirable and we went through the unemployed period of eligible 
KHjuirementK arid the dependent care assets arid niqrt\ generous 
SSI asset test, let's say, ^ind put that together as a package and 
passed it, if we had a fit of generosity sometime this year arid 
missed that entire package, ^ what would be the national impact? 
What would be the macroeconomic impact of that kind oT a pack- 

Mr. Pknnkr. I^et me make that clear, sir: I^Jhave not wild that 
those would h:» very desirable. What I had hoped to do was to iden- 
tify, at the the possibilities and assess 
their advantages and disadvantages. 
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T*j**MA> 1* were attempting to modify the j^rrehtage oT 
people under poverty; would these be beneficial in doing that? 

Mr. Pen nek. I would not focus on those measures because just 
fo]^jng_Oti__tK^ _^vert\: ratei _coliid _be_veiy misleading. Obviously 
the easiest way to reduce th€> poverty rate is to find people close to 
it and give them a ?**w dollars and raise them above it. 

W Hut we tried to do witii th^*w* *?p*ios£ wa& simply to show that 
within the current welfare system are all of these programs that 
ni*^ different problems and are focused bri different groups of 
people So the answer to all of this is not simple It is really a ques- 
tion of what your main goal is and how you want to achieve it— the 

It had not been tn my mind that the whole package would be ac- 
cepted. At that point, as I said, you would have to consider very 
seriously the macroeconomic impact of that. 

Mr Thomas. And what would that be would be my quebtlion? 
_^Slr Pen; ver- ^ Again, it de^hds on how you finance it. ir you 
think of dimply adtfang it to the deficit, you are talking about a 
very' Mghificant addition. 

N1t-_1*Mj>majs. Briefl\\ I don t know what ^significant means. I used 
to think *">0 billion was significant; I found oat now it isn't. What 
is significant ' 

Mr Pesser. Well, using even a rmmma) _ version of all of the 
things that w:e discussed here— and remember that manv of t he- 
numbers are Just illustrative^but we must be talking in terms of 
$20 or $M\ billion if you were to do significant things to food 
stamps, for example, iryou added up every single item? 

Mr: Penneh Yes: 

Mr. Thomas. A total of €20 br &>0 billion. 
Chairrnan Rangel, Mr.J5brgah. 

Mr. Pennkr I nm sorry, sir, I overstated that somewhat: It is 
clrper tp_$2f) billion. 

Mr; -Dokgak. Thank you, Mr. Chairman. 

Or. Pehher, I was interested in reading your testimony. I was not 
bt k re_for al! of the oral testimony that you delivered but you talked 
about the effect of the business cycle on poverty, and we have had 
a business cycle that has moved rather dramatically up and down 
in this country 

In 1WO; we had a significant recession; People forget in Il5#l, we 
*w| oohiihg put of that. The first quarter we had about 8 percent 
annual growth and unemployment was about 7.4 ^ percent. In the 
middle br 1982; I believe, we moved back to a recession that was a 

And you. indicated, the business cycle has a substantial impact 
on levels of poverty. I would guess that is because the poor are lean 
Y^l-fj 1 TP * "^.^n^ ^Bl^ F? 3 P r _ ^ re ^'Ml j off than other people it\ i this 
country; and. therefore^ they are probably the first to lose their 
afel the !a&t t& gain kvbs Utvder a rising <coffg>mK_ tftfe. The 
metaphor around here is ["You wait around for the rising economic 
tide, and everyone will be helped.*'. Arid sbrhe say, well, a notion of 
a rising economic tide surest* that only those who own boat* will 
be helped 



To what extent jio v<Hi attach an jitijxr vvement to those that art 
poor in this country to a rising economic tide? 

Mr Pes NCR I think it would be ^yer> \syl«AntjM-_5? yw_aj*_^g: 
gesting. the unemployment rate itself tags the change in economic 
activity somewhat, but as the increase in that etxmomic activity 
i;in^ oh. you will *ee that unemployment rate respond and, of 
coarse; it has already. So that ns extremely helpful to this situation, 
a> will be : th*^ general UhPT^^* ^f real inrome. 

So while the trough of the recession was in the last quarter of 
the averages for L . uhcmjAwrr^nt _ ^d median family 

income are unlikely to be very different frum-those in just be- 
catJM* of the peculiar pattern of the cycle. The poverty rate prob- 
ably won't change much in VM\, but "if the recovery continues, it 
wauld almost certainly go down in lii*4. 

Mr i)oKt;AN. It i>j:enerallv^ 
of people who are the first fired and last hired responding to busi- 
ness cycles? 

Mr Pk.sskr That is difficult to say; I think different types of 
;*>or are articled very differently as the cycle goes oh. To the elder- 
ly. a> we have ;*een. the cycle it is hardly relevant at all. 

Mr ISokuan The business cycle is just one element, You men- 
tioned the elderly, arod when we talk about _poyerty in the abstract, 
it sounds sort of unitary: It is a bunch of numbers. But, for exam- 
ple, I remember *peakiu# to a woman about M j-eare pld not Ux> 
long ago. She was poor. Her total income was about $260 a month; 
She had a heart condition and diabetes, and her prescription cost 
wa> a month ajbove me^i^ 

the a month for prescription drugs to deal with the diabetes 
and heart condition; so she would go to the phanh^ist ahd 
full complement of drugs, but take only half of the dosage so that it 
would la>t twice as long. 

Th;ii i> the way people who are poor deal with those problems. 
But that woman will not be affected by the changes in the business 
cycle, The lot of that persp_n 

era I Government to respond to jieeds by appropriating money for 
various programs,, is that not right? 

Mr PRSSffl that is right. Cfeviously, that person will not be af- 
iecti»d very much by the economy. 

Mr Poke; an. S<> that really deals with the question of what are 
we willing to do and what kind of programs are we willing to put 
in place, and are they effective; and part : of that is responding to 
the business cycle, in the sense that as you have a business cycle 
that moves downward the Government sees Jess revenue coming in 
arid, therefore, has more difficulty funding these programs; 

I think one of the things that some of the questions have gotten 
at is the question of how much has poverty been institutionalized? 
the question about jobs and unemployment. I know some people 
who are oh unemployment who could and should te workjng. All of 
know people like that; but that is the exception, not the 

rule The ni is if HRI jobs come open injome of bur cities, you 
have :\,iHH) people lining up to try to get them. 

How much has poverty been institutionalized I by a ^ number of 
programs operating together in thi* country? Do you have any 
judgment about that? 
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J/* :ssK ** ._!"M'! i V i »f^j[*b>M*i'_ ai>out_ that a UreM deal becau.se it 
goes to the core of the probleni— that . is to say, how exactly do 
people respond to these economic incentives arid to the loss of bene- 
fits that they experience if they go out and work. I think we are 
probably over^^ this greatly The data that I know seem 

lt :\ . in ^ L ' lit y. tn:st aS ^ ar a? the primary earner in the family is con* 
evened, usually a male, economic responses are not very large. 

They are, however, much larger for some people — for the second- 
ary worker, for teenage children, and so un^-who see n to be dis- 
suaded from working by the loss of sojne of these benefits or by 
taxes a* they get more affluent. I wouldn't dream of atte. jjting to 
put a number on your concept; however, given the current state of 
oar-knowledge about these things- 

Sir Dor<;as Mr Chairman, I will ask one further thing We 
have been waging war on poverty officially for about 18 or 19 years 
in thi> country. The so-called war on poverty that was announced 
by President Johnson has had various initiatives and various sue- 
ct-sses and various failures, but as an economist. Sir. Peririer, I 
wonder it you could give me a brief description of what you think 
the re>uits of our so-called war on poverty have been? How would 
you. characterize the results? 

Mr Pknnkr. Well, if you go back and start this analysis in the 
early l!^r>. I would suggest that we have made enormous 
progre*>. Probably the group that has benefited the very most from 
Ciovernment intervention is the elderly. We had a huge poverty 
rare among the elderly in the early l*feOs: you can see from 
figure 2 in my statement, their rate is actually lower now than 
that of the nonejderly population. 

That, of course, is due largely to the very rapid increase in social 
security benefits that we had in the late 1960s and early 1970s 
through the way social security is indexed. 

Even with regard to the nonelderly, I think we have done a great 
deal— as has been noted before: To capture the full extent of our 
accomplishment, we have to include some sort of value for the 
inkind programs; We chose in the late ttHMVs to aid people by Using 
things like food stamps or medicaid and not just giving them 
money: 

If you value those things properly and if you add some value for 
the reduction of risk that people face, either medical or economic, 
because of the structure of these programs, I think >ou can see sig- 
nificant iniprpvemerit 

Mr: Bom;*!*; Well, some suggest that the net effect of the war on 
poverty has been negative. I take it from your answer, you are 
saving ^that the net effrct has been positive. 

Mr Pknnkr. I think very definitely that th» net effect on poor 
people has tM-eil j>os[tive. 

Mr. Doiic.Ak. Thank vou very much: 

Chairman Ranc.ki,. l)r. Penner, we want to thank you Tor the 
major contribution you hus/e brought to this hearing and i^pecially 
the professional mariner in which you have handled yourself on 
this initial appearance. Because of the time, I would like tp ask a 
question and have the answer put in our record at a later time: If 
the A FDC benefit levels had kept pace with inflation since the 
early WTO's, how much lower would the poverty rate of female- 
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headed families be Unlay and how fewer children would be in pov- 
erty today? 

Mr. Pennkr. I think that will be difficult for us, sir, but we will 
look at it, and we could tell you the effect on benefits of that sort 
of thing; if not the poverty rate. 

|The information follows:] 

11 A FIX' benefits had kept pace with inflation since both average benefit 

levels and total spending on A FIX.' would have been considerably higher than they 
are now. Average family benefits, for example, would have about &>00 per month, 
compared to just over $.100 per month under current law Total spending on AFDC 
iboth federal and state) would have been over $10 billion higher in more than 

iO percent. above rurrent. levels: 

Although real benefit levels in AFDC have declined by about 40 percent on aver- 
age since 1!*70, the overall impact of these changes on thS poverty status and behav- 
ior of recipients is very difficult to assess, the changes in benefits jsjnce 1370 have 
varied greatly across the states—real benefit levels for a family of four have fallen 
hy alnio^t TO percent_in Texas, for example, while they have actually increased by 
about 10 percent in both California and Wisconsin Since we do not have data on 
the relative poverty rates of AFDC recipients living in different states, it wwuld be 
very difficult to calculate the impact of all of these changes on the national poverty 
rate The ('HO has estimated that, if benefits were tiow at the .same levels as in 
V.U\K the measured poverty gap in.lil would have been about $4:5 billion to $5.5 
hi.UM>n lower, although a higher proportion of the increase in spending would have 
gone to poor households; 

Chairman Ranckj.. If in reviewing some of your answers you 
want to have the opportunity to add to them, the record will 
rrmain-open for that. 

Mr. Thomas. And, again, under the question, Mr. Chairman, 
which I think is a very important one, if at all possible in your pro- 
jections could you also analyze what would happen if the AFDC 
rate had maintained aajncrease with the cost of living and what 
your projections might be in terms of the number of increases in 
single-family homes and having children if you understand the 
other side of the. coin? 

_ .Mr, _ Pknner. I understand what you are saying, sir. It is a very 
difficult question. 

Chairman K*$c.kE Gf course, you could add to that if the states 
had programs for working parents as to what the subsequent 
impact could be. 

Mr. Thomas. We could go back and forth on that._ 

Sir. Pennkr, I think we will be working a long time 
J-hairman i JIanGEL. Just do the best you can. You understand 
what we both are trying to dcs, and we would appreciate whatever 
answers you could give in this direction. 

We have a panel, the Institute for Research on Poverty, from the 
University of Wisconsin, Prof. Sheldon Danziger, pttitessst d* social 
work. From the same institution and university, I*eter Gottschalk 
J?hq is the^i^ect associate, also ah associate professor of econom- 
ics at Bowdoin College. AndLfrom the University of Utah, Z>i vision 
of Social Science Research, Tim Smeeding, who is a professor of ec- 
onomics. 

We thank yoa very much for agreeing to bring your comments 
before this joint hearing. 

Professor Danziger. 
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STATEMENT OF SHEIJNIN IIANZK2KK. PROKKSSOR OF SOCIAL 
WU ISSTITl TK Vint RKSKARl II ON POVERTY; UNIVERSITY 
in WISCONSIN 

Mr: Danziger. Thank you, Mr, Chairman, ■ _ 

Because I have entered my testimony into the record and be- 
cause we have a time constraint, I will briefly summarize my writ- 
ten statement, _ - 

Chairman Rangkl. Let nw state for the record that all of your 
full statements will be enteted into the record, and you may high- 
light that testimony so that members might get involved in ques- 
tions and answers You may proceed, Professor. 

Mr Danziger. The recent rise in poverty that is the focus of 
today s hearings is relatively invariant to the measure of poverty 
used. Poverty has increased relatively rapidly between _19_7^ and 
1982 Tor each of the alternative measures shown in my testimony. 

And white poverty has been increasing, the anUp6verty impact of 
Government transfer payments has been declining. This is because 
a smaller percentage of poor households are receiving transfers 
and because the transfers they are receiving have been declining in 
real terms. -- 

There have been numerous discussions over the past lo years as 
to whether the official poverty threshold, and_ income concepts are 
appropriate. Despite these controversies, the adoption of an official 
poverty measure in the mid-1960 s and its use as a social, indicator 
is an important symbbJ of this country's commitments to raising 
the standard of Hying of its poor citizens: - 

In the testimony, I present both absolute measures of poverty, 
such as the official one, arid relative measures which- increase at 
the same rate as average income^he recent Census Bureau tech- 
nical paper, which Professor Smeedihg wiU discuss on the evalua- 
tion of iri-kirid_ transfers, address only the issue of augmenting 
the official income concept, hot tKe issue of changing the current 
poverty threshold. _ _ _ - _ _ __ 

However, just as the valuation of in-kind transfers reduces meas- 
ured poverty, the use or a relative poverty threshold during periods 
of rising _jncomes or even an updating of the official threshold 
would increase measured poverty, 

Also, the official income concept, census money income, does not 
distinguish between income derived from market sources and 
income derived from Government squrx^ 

rate the private eOTnqmy's ^^VPY^y.P^^^J 1 ^^ {roin * Iltl ~ 
poverty performance of ^Government programs. t _ __ 

Pretrahsfer poverty has received very little attention^yet it re- 
veals the magnitude of the problem faced by the public sector af?er 
the private sector transfer system and the market economy have 
distributed thejr rewards this information is essential for analyz- 
ing effects x>( economic growth oh the poor and_ for assessing the 
extent to which public transfer programs reduce poverty. 

In table 1 in my testimony^ there are seven different time senai 
on the incidence of poverty for all persons for selected years be- 
tween 1965 arid_1982. The absolute measures which use the official 
poverty threshold, declined over the early period and then in- 
creased rapidly in the 1978-82 period. That official data overstates 
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poverty because the failure to adjust far inkind transfers can be 
seen by comparing columns 3 and <L 

Nonetheless, poverty adiusted_ for jrikirid transfers is higher 
today than at any point since the late 1960 s. More important, I 
think, is the J>_retransfe_r measure shown in column 1. 

Mr. Campbell earlier asked- the question, "Why was poverty in- 
creasing if government transfers were increasing?^ The series in 
column 1 on pretransfer poverty showb the extent of I»vert£ after 
the market economy has distributed [ its rewards; That series has 
risen over a longer j*ri^_arid now shows that about a quarter of 
all persons live in households that do not receive enough from 
i narkM sources to take themselves out of poverty. The lowest level 
Tor that series occurred in the late 1960s when 18 jfercent df the 
population was unable to achieve market incomes high enough to 
take themselves out of poverty, If the aged are removed from that 
18 percent figure, pretransfer poverty would still have been over 10 
percent of the population in the late 1960s when unemployment 
rates wne well below 6 percerct. 

The relative poverty series found in the bottom panel show simi- 
lar trends* although the decliaes for the earHer^rjod ^ and the in- 
creases for the later period are somewhat smaller: Nonetheless, 
they show hight\r jwwrtx ih every year, because the relative pover- 
ty thresholds have increased as incomes, adjusted for inflation, 
have grown over the long period. That has hot been the case for 
the official measure which is not affected by changing reiki in- 
comes. 

_In the eaHy pen for cash and 
inkind transfers for recipient households far exceeded the real in- 
crease ]ri per household income. This growth was a major develop- 
ment in American social welfare policy and ^ourcUjor mjich of 
the observed decline in poverty aver this period. Growth rates for 
transfers obviously have LslpwM_i_n r 

Table 2 in my testimony measures ^he antipoverty effectiveness 
of m^or^rograms by wm^rihg: the percentage of pretransfer poor 
persons removed from poverty by transfers. For each type of trans- 
fer and for each type of poverty shown* public transfers became in- 
creasingly effective from the mid 1960s until 1978, and then the 
anti poverty impact began to decline. 

For example, about 70 ^rcerit of the_ pretransfer poor were 
taken out of poverty in that has fallen to less than 65 percent 
in 1982. 

The- poverty deficit shown in table 3 shows much the same pat- 
tern. Because transfers have risen less than the pretransfer deficit 
in the last few years, the pretransfer poverty deficit which had de- 
clined from 1.29 percepi of GNP in 1967 to about 1 percent in 1979 
has risen to a high_^ 

The data on poverty gaps reinforce the main points of the earlier 
tables— that poverty has been increasing and that the antipoverty 
impact of transfers has been decreasing in recentyears. 

The next two tables highlight demographic differences in pover- 
ty. The largest reduction in jpoverty for the^ 1967-79 period and the 
largest impact of inkind transfers in any single year were for elder- 
ly persons. It is important to point out that adjusted poverty rates 
in 1979 — and these are the lowest poverty rates mown in die 




(Vihus iiiireau teeiitiieul n»|Mirt— for blacks, persons of Spanish 
origin; and female. Household heads. remained, above the ofllcia! 
nites th;it existed lor whites in 1W>7 when inkind transfers had 
little impact and shortly after the war on poverty was declared be- 
cause oi hitfh poverty rates. The rat eif today for these groups would 
undoubtedly be higher than in VM\) because the overall inkind pov- 
erty rate has nlso increased rapidly since 1979. 

Table shows th<> composition of pretransfer poor households 
and reinforces a |>oint brought up in the discussion earlier. The 
direct effects, of economic growth on poverty for all persons are hot 
likely to be large because only about one-third of those who were 
poor before the receipt of transfers can be expected to go to work. 
About two-thirds of persons, poor before the receipt of government 
transfers, are the aged, female heads of households with children 
under T>, students and the disabled. These groups are hot likely to 
benefit from economic growth arid are likely to remain dependent 
on public programs. 

In hum. poverty, no niatticr how measured, has increased in 
nvent years, and while the antipoverty impacts of income trans- 
fers have declined; they still significantly reduce poverty. Poverty 
would br much closer to 2Ji percent pT the ^pujatiqn 
Liai IS percent if we did not nave cash and inkind transfers: 

These transfers, in addition to reducing poverty, also protect 
against income losses due to unemployment, retirement, disability, 
and death and guarantee access Uv minimum levels of food, shelter, 
and medical care. The growth in transfers has been accompanied 
by some decline in work effort and savings that may have contrib- 
uted to sluggish economic performance. 

But the magnitude of these declines, as I have shown in other 
research, is estimated to be relatively small: While reductions in 
poverty through increased market incomes has always teen the 
primary stated goal of antipoverty policy, cash and inkind transfers 
have been major factors in the reductions in poverty that have oc- 
curred in the past la veah^, 

If our projections of the growth on poverty are accurate, and Pro- 
fessor Gottschalk will talk about those next, then further reduc- 
tions in tranters will lead to higher levels of poverty, however we 
choose to dof/ffive poverty. 

Thank you. 

|The prepared statement follows:! 

Statkmknt <>k Shkmm>k I)anzk;kk. JffsTiTt TKitHt Rkskaiu h on Itaromr; 

tJNlVKILStTS f** WiM^»N'«iN-MAh!S<)N* 
INTKOhl :<*tiON 

i*«>vertv as c»Oiciaijy measured by the : CVnsugBureau decjined ffrpm 22 4 pefvent of 
ait persons in 1!*V* to It I |xwnt in ll>7;*,_remained in_ the LI 12 perwnl fa^ 
for the rest at the WW* and then increased to 13.0 piwot in I^K 14,0 |*»rcent in 
and ir»0 percent in This recent rise in poverty js the Jocus of today'* 

hearings While there are many valid criticism» of the official poverty series. 1 show 
that the recent ri*e in piv^rty is hot an artifact of the official measure. Poverty 
im reased rapidlv between tSfih and W2 for each of the alternative poverty meas- 
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u^tWu^ti h f . ri . \ m j : j^vwtv has i»*n increasing, the antipovertv impact 

of .nc.mietratMeis Has Uvn ilirliiiiiig This in Inm a u se a smaller i^mmtuge of poor 
households are receiving transfers that Have declining m real terms. 

AiTKKNAtiVK MKAM KLS ay POVKKTY 

\ \u' measure ij _j_*nveriy_ provides a set of income cutoffs adjusted tor 

'"V 7^ , '-- ! -h , - , i •W- ,( b«d »' the household, and the number of children 
u rider age unti}._i:»S. se\ of the head arid lami horifarm residence were other 
! ^»;i>to»!.!.^ Ihe cutoffs provide ah. af>S4)l lite meaMiiii' of povertv which specifies in 
u -0 . terms nnnmiall v tit-; t » • 1 1 - ^ 



em. levels ol consumption The official income concept 
current m >nev income ti reived during the calendar Vear. is defined as the sum of 
noj . N va ^ uid sal tries.. net mount from m li-empiovnienL Sotwl Security income 
.nut ,a.-h tr.mMers from other government programs, property income o?.g:, interest 
nuMe.n.K r.et rental income 1 , and other forms of cash income (eg:, private alihvv 
fu ( urrent rimnev inconu; L d oes not include A'apitaJ gaais; imputed rents, govern- 
ment or pnxate U-iietits inkiiwl L v g ., l*H»d_stam|>s. Medicare benefits, employer pro~ 
vided health ..insurance., nor does it subtract taxes; although all of the^e afiect a 
rt i > u.M'f 1 1 1 1 I d > lev | »J_ 1 1 1 cop s u m_f >t : o n 

The official poverty ...utojls are ufidat.nl yearly by an amount corresponding to the 
charge m the (.onsumer Price Index so that they represent the same purchasing 
power . ,-ach vear According to this absolute standard, povertv will be eliminated 
when .the incomes ol al, household.- exceeH the poverty lines, regardless of what is 
rupjieruru: to average household income. 

Iheie Have U-eh numerous disvussiens over the post fifteen vears as to whether 
le.ottu tai poverty thresholds and income concept are relevant to policy choices 
>> Apartment of Health. Education, and Welfare, 197«i). Despite these controver- 
* v f n *' ;ui, _VM ! . ,or, _?V ,M ,, !^' < U»l .'"ensure of' pov ert v in the mid-lMOs and its use a\s a 
. "indicator, became a symbol ot this country's commitment to raising the stand- 
'* r *' "! .l , .V ,n ^\vlJ.h t * .l^^reM citizens 

Income povertv is a complex concept, and different types of poverty thresholds 
■'.fi'i income concepts are appropriate for different purposes An absolute perspective 
such, a.- the «>Micia! measure, nkuses oh those with ihcorme* that fall short of a mini' 
_mum Mixed' lev-l ol economic resources. On the other hand, relative jiovertv indica 
Tor> emphasi/e hot mh the household s own level of resources, but how its* position 
umpires to th i it nt ..thi rs A rt latiw definition draws attention to the degree of 
■ neyuahtx -iir the lower at the lower • nd of the interne distribution Those whr^ 
incomes full w.-l! ^-l av the prevailing average in their societv are reganied as poor, 
no tnu!ter v^hat thei- absolute incomes may be A relative povertv threshold, there- 
tore. <.haf:ges at about the same rate as average income. 

The reo-nt <Vns U ^ Bureau technical piiper i!^^ ^ the valuation of ih feind 
Ir -' , !! M, : r ' addresH-s ,,nlv the issue of augment iiig the official income concept, not the 
!">ue .changing jhe current poverty thresholds However, just as the valuation of 
'ti.K'.nd transfers reduces measured pX)verty the use of a relative povertv threshold 
during a jHTJod ol rising real incomes or an updating of the official' thwholds 
^ouid increas*' measured f>oVertv »eg . FVhdler and Orshansky VM\V\ 

F'GUR[ ! A VATRIX OF POVFRTY MEASURES 
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_ * n ^ lt _. r _ I >. .V.ti M .» v V.ni Jn^ASMi^^bowiog two income concepts and two types bT-po%- 
l'rt>_ ! _ n '*' s h _olds ts pn^mu-d im Figure 1__ The official tncorne ctmcept lies soniewher* 
rrt^-rj pretransfer_ in_come_ iund posttransfer posttax income oh the first row. 
^«.*» s u^..rn«ine^i income do»^ nor distinguish between income derived from market 
|»na pnyate _±rai**fer sources re z ; wages: dividerids. «Ai/?Wv) and income derived 
f_r<>rn government. w>urces <eg : .Wial St«cuHly. Public AhVMa»Ce income). As such. 
!t._fai.ls to s* {b»rate the private, economy s antipoverty pi>riormance from the per- 
formance of government cash transfer programs. Households that do not receive 
enougn money incorm» from private sources to raise them over the poverty lines con- 



VI 

stituti* tju*_;>rt ; if jfi-lrr j«*ir ui riiore exact title would be pr^ov^minerit^trahafer 
jiiiori lYefrafistiT [m\ertv has rtveivtd litt U» attention, yet it revea!s the magnitude 
o] UW.pnibierh factxi by the public sector utter tho market economy and private 
transfer system »e private. p^'nsiQn, intertam ^i^ribuU^_tfcir 
rewards this information m es**»ntia_i for analyzing, the /.!trjckie^own M ejTedLB of 
t?onomi? growth and for assessing the extent to which public transfer programs 

ri\laci*-fx>verty - t ~_ 

A related concept is pre* el fa re income While p.retransfer income does not count 
ah\ hiiiiiei ihCume Iron* fr>verhlnt*nt programs; prewelfure inct>tt* i-xdudes only 
ihcnrnt* friini Ciish pGbUi* assistance ti e , welfare) programs. Social insurance benefits 
• efr. Sviiil Security, Unemployment Insurance i which are based on past earnings 
and tax contributions are include in prewellare income along with private market 
iruome because they are generally perceived by the public as earned F^r many, the 
" real' povertv population, the brie to whom ahtipoverty policy should be addressed, 
»> the prewellare poor 

..T.bt*. Viiiuatjon of in !^J*9?f*P* ?f 

posttranster|*isttax income. This preferred rneasurejrould have beeTi obtained if L in 
addition to_ adding in kind ^ j^ovvrrinii'nt transfers received by the poor, the report 
had also added in-kind private transjvrs ie.g.. fringe tenefits> .an^aubtracled direct 
taxes paid .. N oneti>ei.es>, ret^nt Studies suggest that the report's results would not be 
MgmtVantly affected by these adjustments. 



TABLE 1 THE TREND IN THE INCIDENCE OF POVERTY AMONG PERSONS. SELECTED YEARS 1965-82 
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Table I j>reMTit*Bryen jifttrwitjirtw series of the incidence of per** 
sons for selected years between i%5 and Four series using tfce < 
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threshold* appear in the top panel, three Hene* unintf u relative measure, in the 
bottom 

.The relative measure us one developed by Robert Plotnick (Pintitick and Skid more. 
]**^Jn.U^vV.Jhe.fir*r>ear for which detailed data i* available, the relative pbver' 
!y.!»)w.art; eujual.tojjie. official 'abaolatei ones. (In 1965: the official lines were 
«HM.al to akk>ui 11 percent of the median income!: In succeeding years the relative 
line* are i hannH at the *ame rate, as the median income. 1 With X his approach, 
trends in ;»l>M'lute and relative poverty are easily compared because they begin with 
the same base year value '. _. . 

(onsider first the four lories in the top panel. Each shows that poverty^ declined 
over the HOI to period and then increased rapidly jri the IH7h to W2 period. 
That the official data overstate poverty because oMhe failure to adjust for in-kind 
transfer* can be seem by com paring columns three and four. Nonetheless, poverty 
adjust*^ for in kind transfers is higher than at any point since the Late j%5. Also 
C4ilumh 1 sh<.v*s that about aquarter of all persons jn h**2 livejn households that 
do not :- receive market incomes h^K enough to take them out of poverty. 

y.hije. the three *erje* based on the official measure show a decline in the 1965- 
y~*_PrH°d \A^4 A.hr«. •«.« .Incase, the three juries base^l on the relative measure are 
morr stable v They show no significant, decj lines for the early period, and smaller 
'"Vrr-^ lor the later Jperiod Because thi» relative poverty line has beefj about 10 to 
l."> percent above the official line, it shows rowre poverty in every year. 

THK ANTIPOVKRTY FFKKTtVENKSS OF TKANSFKRS 

Itetwivh l!M,r» and the niid H»7os, the ^rowthjhj^eal expi aditures for cash tnd ir> 
kind transfers per recipient household far exceeded the real Jncrease in per house- 
n< > lt !. 1 nc _ onie This ^ r< >wt h . a rna^ir deve&pmen t in American sociaj weifar^ policy , 
amounts for much oM he otwened declines in poverty over this period. Growth rates 
tor "transfers have slowed in *ecent yearv 

Table Z mea.sures t he a nt ijpoyerty_ej'fect i veness of majorJncome transfer programs 
bv the _|H\rcenta>je of the pretransfer poor persons removed from absolute e* relative 
povert v t ►> _t raiwfe rs , a The table d i v Ldes all gover nmen 1 1 ransfers in to cash social 
insurance tran sf*«rs^ cash public assistance transfers, and in-kind t ran fere (whether 
social insurance of public assistance): 

_ r o r each type of transfer and for. each; measure of- poverty, public transfers 
became increasingly effective until 1978 < The fraction of absolute pretransfer poor 
households receiving a cash transfer payment rbso from i Jess4han 7U percent in_19C5 
to over percent in l!*7h arid declined sightly «ihce then. The reaj value of recipi- 
ent s transfers increased from I9ha to l!hS. but declined thereafter. For example, 
the average wish transfer received by a pretransfer poor household declined by 



1 The-*|svd"k> nf this nH-a»ure are a; f\rf{ow> Each famij>'i? ^rrent money income js.©^^- 
H> »t> official poi-rty line This yield* a "welfare ratio" that irreu**aU* the fraction by which * 
tamvtv* income eiu*vd> or falls below the official v^vVHy line F amilies with the lamr wH' , : 
ratio are assumed U> be equally. welkofL The rvlativ poor are defined a* those familu* * h 

welfare rat ion below 0 44 of the median, ratio. 

The fraction ii 44 was nut an arbitrary choice In 1965. the base year for this analysts of 
change* in poverty, the median welfare ratio wtsJS.^AII living units with incomes below the 
official .poverty liao* had; of course, welfare rat os (ess than one. Thus, any household that in 
f^M.^_as pii»jr_ under thv o^cia^ definition rtecei^nly had a welfare rati*? less than UW/2.25 of 
1 n r_ l«n .l*rf»ni n>j_t he relat iye_ poor as those with welfare ratios below ; «H 44 of Jhe 

median yielded, in 1%-Y the same jcroup of households as were poor from the absolute nerspec* 
live... ... _ 

_ ' The jidjfiwte^ income data are riot compared to the relative poverty line. Estimating in-kind 
inwmelnvrc^ivate source* Jeji^ fringe benefimi and taxes paid by the non poor poses measure- 
H).^ 1 Pfl*^rn» that have not vet been solved Thus, we couW not compute a rebtitv* measure 

hawed upon the median adjusted income 

'The ant i poverty impacts oT a^ven cash and three in-kind transfer programs are assessed 
here They are U > Social Security and Railroad ReUretncrt. (2) Medicare. a> federal, state and 
local KoyernjneJLt. empIoye*_peiMMQoa^*4) unemployment insurance. \5t workers compensation, l6:t 
veterans com pervoition and pensions. <? < Supplemental Security Income. (H) ptHir assists nrr 
<AFUt\ AFtKr-t 1 . General Assistance ai^prior to jyL4._OAA. APTO. and ABi. (9) Food Stamps, 
and Medicaid While several m-kind transfer programs and all eipenditurea on public educate 
have been omitted. Food Stamps. Medicare, and Medicaid alone -account for over HO percent of 
ail federal in -kmd transfers. For Itfti, and the estimate for 19M£ School Lunch and Public Hous- 
ing benefits ^are aJ^jtK^ded 

* J'retransfer income is calculated by subtractuu; government trmnafers from posttranafer 
income- While this definitioni assumes thai trsnafers elicit no behavioral responses, transfers, do 
tnduce labor supply reductions &» a result, recipients' sxt mcomea are hoi increaaed by the full 
amount, of Jhe_trsjiife_an^ made htfre wriH provide upper 'bound esti- 

mates of the an ti poverty effects of transfers. 
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uhnut a pi»riviit *vtww ; h l!*7_>< and 1 to about $6,000. The decline was over 10 
permit lor the same . period for nonaged women, heading jwuwtel_&,_to._about 
Ji;44Ki As a result; transfers removed about ill percent of the pretransfer poor from 
absolute poverty in !%*>; over 70 percent in t9?t»; bat Jess then 65 percent in 19K2. 
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THE ANllPOVERW EFFECTIVENESS OF MWOR INCOME TRANSFERS, SELECTED YEARS. 
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«m<**e# amiions and veterans pensiora and cwrr^saton- 

< Ca*LPua*^staflr*_»ar_^ S» i0A/LAp!& and A_ m 1965]. and gtMraJ usatance _____ 

* m*«d nanstm moude medicare medicaid food stamps, and. lor ig/fc. scnooi tunc* and put* tous«t ttw figure ate adpsfc for dnd 

Ufi d'tf underr«oorlint of casn transfers .- 

!JUs«: on estimate tor adtusted income poverty 138? 

HA Hot available 

Cash social insurance transfers remove more persons from poverty in all years 
and for all measures than do cash public a^istance transfers, because a greater por- 
tion of tjwjpretram^ and because the a wrage socia^l inwrwce 
benefl_t_is h igher j n -kind L jranrfw^whjch _ i nclude benefits from both social insur- 
ance and public assistance pro^rams__-have_a_smai_i antippyeriy jmpact than cash 
social insurance and a much larger impact than cash public assistance transfers. 



POVERTY DEFICIT 

The mcidence_of poverty reveals the j^rcehtage of ^rsons whose incomes fall 
below the poverty thresholds but does not distLn^teh the 

■ poverty deficit," which measures the, total amount _ot income n_^uire4_to_bri|»g 
every poor person up to the poverty threshold, does distinguish between poor per- 
sons who are very* close to being n on poor and those tho are farther away from the 
thresholds Table 11 shows the pretransfer (column^ lj and. p^transfer (column 3i 
poverty deficits in billions of current dollars For selected years between 1967 and 
) S**£. Cash transfers recei v«d _fc>y tfce pret : ransfer : jpoor are ^shown in col umn 2. The 
fourth column shows th* percentage reduction. iB_thtppwr_S.Sfl«t due _____*_» 
cash transfers- /The fifth column shows the posttransfer poverty deficit as a percent- 
age of (iNP The bottom panel shows the percentage growth in current dollars for 
these concepts. 



48 



4.") 



TABLE 3 - POVERTY DEMCIT BEFORE AND AFTER CASH TRANSFERS. SELECTED YEARS, 1967-82 
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'Beftwrr. l»i and tt* Consumer Pn<* Mm mcrtltfd by 33 prcrot 

Sower Compulitwm by «tta •i«n Marcfi Currvnt PapuUtiofl Survey ditj tapes 

_ w wn jlH)7 and _1 979,_ tota I cash transfers to t he pjnet ranster poor »cr»*w t aater 
than the pretransfer poverty deficits so_t he postransfer deficit grew slowly Between 
JtCH and 19H2, the pretransfer deficit grew faster than did transfers. As a result, the 
post transfer deficit grew more rapidly that the pretransfer deficit. Thih d**fi^lf dv 
dined from 1 .29 j^rcent of GNPJn 19f>7 to 14)2 percent in 1979, and then HcrvM*\i 
T*pJ4. !>' un t i I it was about , 1 A] peixen it oTG NP in 1 9*2 .the 1 982 p ret ra nste 1 j* ►yeH y 
defici t o_f_| 1 j j_4,9_ bi 1 1 ion means that, the pt^ransfer _i _nwne_of_the_ ty pica I poorhouK- 
hold i» about $4,540 below the poverty line; the posttransfer deficit of $45.;*, that the 
posttransfer poor are about $3,200 below the Jine; These data reinforce the romi* 
made above — poverty has been increasing arid the ant i poverty impact of trUiisfor> 
has been decreasing in recent years. 



DEMOGRAPHIC DUTCKGNCES 

Table 4 highlights -the diflerences in poverty levels and trends for :. several major 
demographic groups for the 19417-79 period. It also shows the effect of in kind trans- 
fers on each group in 1979, the last year for which detailed data on the receipt oi tiy 
HLnd transfers is available . The_ largest fejitaction in _ppverty for the 1 2 j e;i r period 
and the_ largest impact, of in-kind traiisfers in I9t9 are for elderly person - t'er c 
ample, between 3tH>7 and 1979 poverty declined by about 20 percent for *J |*r^oi 
but by about 50 percent for the elderly. And, in 1979, in-kind transfers re^wd. pov- 
erty for all persons by about 42 percent but by almost 70 pe&eht for tte el'frrfj. 
Adjusted poverty rates in 1979 for blacks, perrons of Spa/nish origin and It thai* 4 
hpj^hpld Jiea^ rates that existed for white? it !W7, 

when in kind transfers had little impact. 
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TABU 4 ~ AtTlRNATIVl MEASURES Of THE INCIDENCE Of POVERTY: OffOU. MEASURE TOR 196? 
AND 1979 AND MONEY INCOME PIUS THE WET VALUE Of IN-WNO TRANSFERS FOR 1979 
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^Sfttfoej JaH/iu $ Jure* *_!fe_Ci«ta. AnWwe Metfefe to Vi^ $*clti Nvtad Inns* Bwetta m t1«nnni fa** «. 

Table 5 > show* the? ^ ^p^ioh of ^itSnafer poor household? irt column U) and 
^transfer j^rtoy^ lumiL <2> Bach poor household has been placed 
LMogne of the eight categories shown: That the direct effects of economic growth on 
poverty forall persons are not large ahouW not be surprising, aa only about one- 
third of those who are poor beforethe receipt of transfers can be expected to work 
The remaining two-thirda—the aged, fcmaJe-headed households with children under 
wx. students and the disabled— are likely to remain dependent upon public pro- 
grams, 

A comparison between the pretranafer and posttranafer poor shows the relative 
success of cash transfers in relieving poverty among the aged, whoare about is per- 
cent of the ^-pretransfer poor aid only about _21 percent of the poattransfer poor: 
T™?* f^^iiiPffii^ of the poor by race. The 

maw di^rence is trmt while 12,81 percent of all posttransfer poor households are 
headed by women i with children under six, the com*pbncUng percentage for blacks 
is 22.4b (data not shown): 
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<1>N< I A1HON 

Poverty, no matter how m«*u»im»d, ha» incrfased in recent years: And, while. the 
aritipbyerty impact* of income tranters have declined, they still significantly reduce 
poverty Transfer* also protect against income josses due to unemployment, ^ *^tire> 
nLent^ disabiiit>_arid death and ^*ra_ n ^_acra 
and medical care the growth, in transfers, has been_^ 

in worjt effort and savings that may have contributed to sluggish economic perform- 
ance Hut the- magnitude of these declines is estimated to be small <see Danziger, 
Haveman and Plotnick, While reduction* in poverty through increased 

market mtt>m^ 

S^as*Hl .cash and m A»nd UanKfers ha ve bwn major factors in Lthe reductions in pqy- 
vrSV that have occurred in the past 15 years. If our projections of the l effects, of_eco- 
fiomic growth on poverty iGottschalk and Oanziger, W.D are accurate* then further 
reductions m transfer benefits will lead to higher levels of poverty, however meas- 
ured 
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APPENDIX TABLE —COMPARISONS OP LEVEL AND TRENDS FOR OFFICIAL POVERTY RATES FOR 
SELECTED GROUPS, CP! VERSUS CPi-X-1, 1978-82 
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Mr. Stark (presidirig]- Thank you, Professor Banzigen 
Professor Gottschalk is next. 
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• d m •■■•> ni:ifftii-r. Your prepared statement will appear in 



Ui MKNI OFl^;iKK < f oTTSC liALK, PltOjftT ASSiM I ATK, IN 
Ml MTU MM* KKSKAKI II UN I'UVRRTV. I SlVfiKSiTY OF WIS- 
< • » > s I \ 

*ii wons iiAi.K CSiveii tim<* constraints, I will summarize my 
-t.v 'Hunk you for giving hit- the opportunity to report on 
>»« ''im:/,, ii| vtodv which Professor Danziger arid I recently com- 
•m.-Us! lhi> .h>«-a~rvh attempts to determine the factors which 
j«v:*;d i^'Vitiv Mwt-en JAHiT_and.l9S2 arid the degree to which pro- 
wii! !><• i educed by economic growth over the next several 

1,: <ierM|indirig of what wiij happen to poverty rates in the 
MM»r. »,:M.br grounded ui an .analysis of the factors which caused 
|» m • io ch.ih^e ill [ the past. Our eview of recent history leads us 
•< v.» ; 'sow ir:^ conclusions. 

r..: tlii-rv have been two off *e ting factors influencing long- 
'■'« :* uin-i-. m poverty. Increases in overall economic perform- 
I-..V heljied iow-income people. This has been partially bflset 
i?) increase in inequality of earnings which has tended to in- 
imvm' pow.-m Both of these factors are yuarititatively important, 
S. vcf,.!. toriK-ierrii. growth in public transfer payments has been 
ai ■• -.' <t ts important as economic growth in explaining past reduc- 
••»■;•' a. noverty, 

J ,;irt * experiences have differed across demographic groups. For 
; v • - ; ^ liviriK in households headed by nonaged males, increases in 

• \' ^.v.K> were roughly four times as important as changes in traris: 
: •>> v reducing {Kiverty. For the elderly, transfers accounted for 
. .. ill ci the decline in poverty. Increased inequality of income 
:> : ; " A , ^ v< l lt y;ijK , recL<ing factor Tor all demographic groups. 

. review of past patterns leads us to te» jx^irnistic about 

-hilities for reducing poverty in the near future, J*overtv is 
• \» n main above the mid-iDTO's rates through th** tuid- 1980s, 
% .1? trn* economy; grows according to official pn^ctibris. The 

• th povei-iv rates will remain above 14 percent in i&X,'] and 

» « : ?;■«_ turn to those projections since they seem to be of most 
' u r> ^ l the committee. Table :* presents the actual poverty rates 
!* cted years between 1W7 and 1982 and our proj^tipris for 
• My; a. id 1:1*1. The productions are based on the Office of Manage 
r.v^i and Budget's July economic assumptions arid proposed 
v* ' -iiturts under the major transfer programs shown in the 
' M-iii *e:ir 11**4 budget. 

*fu proje ctions mdicate that the poverty rate for all persons wjll 
t!r< ; from la j^rcent in 11)82 to 14J> percent in 1983 and will stay 
i a^rhly at that same le\-e! through 1984. It would take either a 
ouiy>i_ than expected recovery or ah unexpected increase in 
H»*me transfers to bring poverty, as officially measured, back to 
.♦u\ 1 1 or 12-percent range of the fete 1970's. 

* % ro<<\ tions of poverty using an income definition which includes 
ioo.r.* t ansfer are less reliable — though we have ho Jlispiite with 
tile ia.- tat those poverty rates are the relevant poverty rates: 
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Wv rstinuiU* that X\w adjusted poverty ru/tos increase! from (LI 
pe rcent in !!*7t> to ptrra»ht in !!W By 1084, poverty rites, mi- 
justed for the inclusion of inkind transfers, will remain aro.jrici hS. 
This is comparable to the levels of the early LJJTO'k; 

This says that even if you include inkind transfers you would 
still find [X)verty rates today, next yeiir and the following yerr at 
roughly the *ame level as during the early 1970s: 

Uur overall conclusion is that the .changing economic growl H is 
but one factor contributing to the past diecline and recent increases 
in poverty. Clearly, increased transfers have had a substantial 
impact especially for the elderly. More disturbing is bur conclusion 
that changes in inequality of earnings hwve had a large impact on 
poverty 

At this time, we cannot explain the increase in equalitv How- 
ever;, if inequality does continue to grow, it will .become, inrreatMn;; 
ly difficult to get poverty rates back to .heiir rhid-l!*7(J s level. 

thank you very much. 

Mr Stahk. Mr. GottscHalk, thank you vvr\y much. 
|The prepared statement with attachment t\ollbws:| 

* r _\ i km t NT i »»•_ I Vtkk i _»< >tts< *h a lk , Pm v tcr Assc hj i_aj?. ± i nvsti tlt*_ .IP* ji\sfc * w 'It or • 
ftivuttY; .i'NiVKRNiTY or ._Wj#v>g8i_N L . and Associate t'*HorEftaoR or Ktonomics. 

lWtYMXHN (%HJ><r. Blt( NSW It'll. Ma INF. 

Thank v<ju Tor tfivinK irie the opportunity to rt*port on the results of >titu> 
MachM»a>n(>rni^Cohditioh^ JKcomt* TrjjuwJertt, arid the Trend in Poiem. vHkH 
^.h*l$>". !V*n<i^er and I ..Kwiiitly comported. I a™ w >*l >,, ^J> ri K _ jhih__MiiHy • >» th 
rc-orcl This ret^arvh attempU to deteonine the factors thai Lh*\^ a _ff*tf ■ A i**ert^ 
over t he_ Jh*j T- 1 J .period a nd the degree to _wh ich ppyert y w i \\_ be n'd uc«yj hv m / *■ 
nonuc. growth in the..neiL^iyr«i^^j*._TWH_quir^ion is particular ly: important 
since pove rt y. as official ly..miM»&wtt^, _has_ risen from JI T to 150 permit V. j.'i per- 
sons hetww'n and I wtft first present the general conclusion*, of ».hit 
study and then the key supporting nwatenals 

MAJOR UN DINGS 

__An_ understanding, of what __> 'ill . happen to .pwerty j^at#» . in the future' _m ust He 
grounded m an ai iaj> sis_ of t he t^prs. w b ich caused poyert y to .change i n t he oa** 
liar review of recent history leads ua :o ttw following conclusions 

There have been t wo offset ting factors. inAuenci ng iong_f4erm changes in poverty 
I ncreases m overall economic performance have helped low incon^^ieople, 3'hb has 
been partially offset: however: by an increase in inequality of earning which ho 
tended to increase poverty: - 

Uin« term growth in public transfer payments has been at least as important a 
evtmuimk' growth in explaining past reactions in poverty. 

Kx^rw'hces have differed across demographic groups. For persons living in house- 
holds headed by nonaged males. ihcrease« tn earnings were roughly four times ^vs 
important aw changes in transfers in reducing poverty For thfr elderly, transfers ar 
counted for ^ inequality of income wa«* 
a poverty increasing factor for ail denwgraiphic gfgujj.?. 

Our review of past patterns lead* us to be pemiiiiijstic about the pocfeiUhties for 
reduc mg pnveri y. in_ the nea r f utyre: 

Poverty is likely to remain above the midil£?0a rates through the mid-j^te, even 
if the economy grows according to official predict ions The overall poverty rates will 
remain above U percent in and 

sL Peok nNO iyin€t*cs 

_ Table 1 pro\ide«( the baioc_data on the lev^l of economic activity <real GNf^ per 
househoAd_iri Cilumn l and the^nempJo>*meni ra^ 

cash ic^lumn 4j and real iniind (column 51 transfers per household, and the .poverty 
rate for all persons for sel«^_ywtf»_bet^e^ 1»JW and Da ta is presented »n 
the official poverty rate (column 5) and. when available, a poverty rate bae«0 on a 
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bnnider .definition «>t income which imtludeN the receijit-of in-Rind transfers and the 
payment of lane* uiAtimn Hi 0>lutf,\n 5 ahows that official poverty rate^eclihe^ 
»harp U in the HWtia *if*rf vaiiy fftik, ffnini about 20 to 12 percent, remained in the 
II to 12 percent ran*e through WTtf. niiul then increa»etf sharply in 19N0, 19Hl,_and 
1^2tb ir» percent 1 will present evijfcritre that the recent rise in poverty baa been 
caused both by recession and by longer term trends in some underlying factors 
■ i hanges m the aggregate poverty rates can be viewed as the result of changes in 
the »hupe and ptisition of the income distribution If the incomes of all households 
»l K _T«A**'d .JV r v»P»^lj_onatt*ly, jhen avtTjige incomes wo*sld increase and relative iri- 
quality >ou|d [ remain unchanged, This would leave \i smaller profwtion of people 
in households below the fixed poverty line: rhahgi^s in average if Homes are, howev- 
er, not the only factor affecting poverty raie» If the shape of the income distribu- 
turn changes, then poverty may increase in Kpi!> oh increases ih^ average incomes. 
This can happen if economic growth does not increa^- the incomes of air households 
equally 

TABLE 1 - TIME SERIES Of* MACR0EC0N0MIC CONDITIONS, DINCOME TRANSFERS AND POVERTY, 
SELECTED YEARS 1950-81 
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. Table 2 shows the impact of changes in average irusome* (Columns 2 ami 31 and 
change* in inequality (column 4) on the official poverty rate Change in average 
income* are decompo*edjnto two parts: changes in average jnarfeet incomes (wages, 
salaries, prjvale pension* dividends, etc > and changes in average caj^ iricome trans- 
fers (social security, unemployment compensation, welfare, etc.L In order to focus on 
the remit rise in poverty we look at the periods 1967 to 1979 and 1979 to 1SH2 sepa- 
rately 
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_^l uniI L* show* that » hilt- llw actuaJ poverty rate for all persons declixtoed by 2.6 
Prl^pta^* POint* betweeri V.tiTJ and l^y, increases in iiverj^fnajitet ^ino-ames 
would hayereduced poverty by 'J. A points if transfers had remained constant in real 
terms and theshapeof the dttf nbution had not changed However, real transfers 
did increase, reducing poverty by an additional 3:1 points. Thus,, between 1967 and 
1979. increases in average transfers were slightly more important than increases in 
average market incomes in reducing poverty; Column 4 shows that changes in the 
shape of- the distribution increased poverty by 23 points. Increases in inequality 
***re ^sufficiently large to ofliet about half of the peve4t>Hreducing effects of is^- 
creates in market and transfer incomes. 



TABU 2 — 0EC0MP0SJTKJN Of CHANGES IN POVERTY RATES 
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Sourcf Conpu'jriors aafi Jrivefl m GcrtscJuj* & Dan.ifer (19831 

•idle Tr» s^rr a cr^gf* m cds ? 3. jffl 4 « equil to fhe dJjnff shown w yrA \ 

Row shows i the importance of 'each of these factors in explaining the Ii3_percent_- 
age ppin t increases i n .poverty between. and IB^ 2._The recession led to a decJ ine 
jjn average market incomes which irKreased. poverty by G.R percentage points. This 
drop in market incomes was partially offset by countercyclical increases in transfers 
whirh reduced poverty by 0:4 points However, by far the most important factor was 
the change in the shape of the distribution which accounted for a 2:9 point increase 
in poverty In other words, if all households had experienced equal decreases in 
market incomes *und eifftjal increases in transfer incomes, poverty would have risen 
by-only 0.4 point* instead of HM points between 197^arid 19N2. 

^^. UH *' Lhere__have beeii _l_4n?<* jclemosjrapKiC_ mhifls in the composition of house- 
holds and because : different _ den^g^iir^ic grourjs have had 4)^^ t ^^ e ^P^ r V^^^J-^- 
rv.n*a 1 0 ' n s* row in t he table show the pqyerty_ rate decomposit ion for persons in 
househnj d* headed by y oung_men 3 _pri me-aged men L and_ elder ly_ persona < We_were 
noL.abie to.perfcrm the same decomposition ibr h«ise>ioJdiLheaiit<f_by'_no 
women.i For young and prime-aged men* growth in mean market incomes were 
mow important than transfer growth, but changes in the shape of the distribution 
were again ofTsMtmg in both periods Tor both groups. The largest drop in poverty 
between llWJTi and 10*2 occurred for households headed by elderly (males and fe- 
males). This decline was solely a re*u It of growth tn real transfers. 

In summary, economic growth does have an important impact on poverty by in- 
creasing the market incomes of the poor directly. However, there are other factors 
tending to counter the poverty-reducing impact of economic jfrowth, Tiro two most 
important _fattors__nre cyclical decreases in economic w^ivity and long-term ire 

creases in i n eq ua I i ty of mar ket i ncomes. 

_We. t u rn _to_ some projections in order, to see^ whet her ec onom ic growth will be suf- 
ficirntlx strong to reduce poiyrty ^ it fwut Aub^ntial incr* ^^ in transfers between 
now and VJ*A. Table ij pjvsents the iictuaL poverty rates ft>r_sejected^_ears between 
l%7 and li*£j*nd ourprojeetsjor VMi and_LM4 tor_ali«jrsons_ajid_ for selected 
demographic groups. The projections are baaed on the Office of Management and 
Budget s July VJtill economic assumptions and proposed expenditures under the 
major transfer programs shown in the fiscal year 19X4 budget 
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; ' lU- ihM fhe.jfc*erfy .rate lor a±J j>rrson* will drop frora 15 

; J ' •*._ ! . ■ i ■f««;<i_r. in arid will stay at that level through It 

' * , \. r !' : 2< r . * : *:f'^>r«'f ttt-ifi * \f**ted recovery of an unexpected iricrcuae ih 
;- !r .i.i»:«t* ;'»J>r ini: l»overt> a> tiff* Sally measured hack to the 11-12 percent 

1 ' •'.•:.. .»!«"> h.iw t'iprriences diff«-r -among demographic groups. Let rr.e 

f :r;,- rr;..iv >tri*ir£ conclusion:* FiKi^ elderly persons were the only' 

; '.iriTirtiilru^ ftevfirie> in j>*erty between K*Mt and 1!*.*^ znd they 

' ; • ■ » ' V • ' \i « "_n ■ ri fc 'H. ^> n a; ■ »i t He H 4 rpe*t in crt *a i n_poverty bet w tm 1 KTi* 

: V- *. !;, : '".i' , .'>!;h> f ': |f -«*^ - ir r .rM"rVted t.> *h<m *ome of the smallest de- 
■ r : • » : . * H k '.h . i » - ■ i r _ '.it «> w J J _ ~1 i 1 J be a!>jve i hei r I !#;7 levels A! 1 other 

■'•■.r"!'. ,»vit?i_to h-.*e .pretty rate* Mow their levels; but above the 

r •■'"•.ed 'junr ..The.I'.«7J recession. . . . 

■I.- ;«<'»it!>. usw an income definition which include* ih-fcihd transfer* 
<-;r:.»: The Hurra u ».? the t't-ri^Us has hot pubJished a cxwaisteht time 
}"'•••" » ih.it i »ni?iT> trit- A.ilut- iif in timi transfers Our rough estimate is 
r?> M - s r ;«. ft mm*! from • » Ijiervt nt_ in I to * * percent in jj**J 
. f . j«ii-er'\ pnijKiini iii [»- * 2 percent, which i» comparable to 

• - :•;■»• i» !v ; -i7' k 

5 "T - >f v y PATES AND PROJECTED POVERTY RATES (OFFICIAL MEASURE) BASED 
N i V r EC0V;1V;C ASSUVPTIO\S AMD PROPOSED LEGISLATION 
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< ( >n< ;.i sion 

f ' !<iM«»n t> that the (Hanging, nit §• of. K^onom it gr«>wlh \* but orti* 
1 *- h • « <»r,irihuNii tn Mti- past decline and r e« i'hf ihcreaM* in- povtrrty. 

' > «' i-<-<l « int- ir.iri^lejv h.iie hiid a 'substantial 1 hi [xict. e>pf*c ially for ihe 
r! > 'I' lift. ir,,: our «{»Mi lu>;oh that chatig<^ ih ih#*qualily 6T earnings 

> i-: i ! ivr imp.i. T .»h fW>v* rt\ At thi> time we cannot explain the Causes of 
•tt ' > o-a! 1 4 i jlit v Ni>wrv« r ii im^UciliH dm^ continue to gn»w. it will 
it;; ri im -irii;l\ liffii'iili t « • funerty riiti»» back to their mid i^7<Ht levels 

[\ \ ! ; " v ' I ; N ! * 1 v ^ ,S| ns > y j ' »j ^ »> a n n S# i h .in in ..Han zi< ;kh, In xtiti i-x if, R» 
ii I'^vfKi'i. I sivtKsm <»♦ Wim fiNsiN Maimson 

ihir r'^e-.in h w.i^ si|f»|Kirfe_d ui. part by tundw ^rnnted to the InsUtute for 
.»■. f. n l/ .v.-rtv i{ the Universitv.of Wi^'ottsin bv the iVpiirtitierit of Health 
H. hi nivid-n and h> .1 ^rant fn>m tb*« AlfN'd P. >Jl«>ah Kouhtoion The 



>i«-*- expressed, m the. |wi|»«r air ih> auth<*rs own arid do hot necessarily reflect 
the vjr-w* <>t eilhrrajrantiir Sally Davie- Hun**! |fd>ut. Susan Marble, and Lka 
Karre>: prC»vidH3 valuable a^iaUanct-. Nancy Rortvedt provided excellent cWkai as- 
fwif^^iii^T - Juine OWUI. Eugene Smolensky, and participant* at the 

}r* .:5 s ' 5- «''^ K > .Wor^hoji* *%ruj at th«- Urban Institute Conference- provided helpful 
orriiri*'ht> 4>n the wurk in jvnicres*. j 



M*i Koti oVirMS 1 oM>fTI.i\>. IscuMf TK*N>KE£s. ANl> THfc TSLSl» IK PoVUCT\ 

IVebate a^siut trie relative rffrctivem*^ tvi>rumic_^owth or .targeted _anti-pover- 
n ^ ^".^ rt V Lirnn ^ L'.**!™*" »n i?o?io.arrna and in the academic liter- 
ature *ee Aamn. !/.•>. for a rev-few The War ixn Poverty adopted the premise that 
,v,,n,,rr " 1 ' *rrowih wa>_ not_ >ut>ic*ent fur alle-vuiimg poverty The Jt**4 Econorhic 
Kep^rt ot the* I'rt-Mdr-r.I j-tafrd 

" Hi>_irv: pr>MJuv tiii!> and ranuivs. improved education, and ihr structure of social 
>ec_unt> b^ive permitted mam families iir tbrir children to esca^; but they have 
ieti r»hjni rrumv tanuli*^ mh^ have om or more ^pt^ial handicapb The*** fact* s-uj;- 
ki-I t h i i n t TV f u t a r» t v» »n < r m row t rn a h *ie _w i 1 | pn>v id* reiat i vely fern escape* 
rrum .e , !V*." ! ?>_ '\ ,1k> h^vr tii be more sharply focused on the handicap* that 
Tn «* ..eV- r **- iT ^ f fe expanding income* of a growing economy i t T JS 

iV»un.i! «i» JvMnomic Adyi>ors. p T^i 

Indeed. *\Yr>haw and (Want • ilO.iMcile the perceived declining ^antipoverty effec- 
!iVMie^r>. iitjn-itnort-.fr crowth as the ' analvtica? justification" of the War on Poyertv 

I f ie Kt ig: o < idnuniMraTu ih- e rri pha*ues t he d uaJ Hat u re of econom *c g row! h Ac- 
" r !_ * h*' } * ?JV** Management and Budget \ tiWU: 

_...'!* ,r > !- h***. . r 4 * I h al . « >"* ,nom ^ S rou^ h « a crj Heal oVurm i nan *■ of \ nd i vid uaJ 
tanulv »H1 U u-t^' In trV d^adi* of the the economy failed m perform a* 

*r?J i»?.jn.lh**. !!♦♦'!«>_ _ A> a r*^ult, it *a> in the I'.HiOs rather than .in the 1H7(H» 
»h.it lhe_ irreatrr ir»n*ad> acain>t povittv *er< nSade.-XTeiirly. K-(ihomiiiic ffrtmth i* 
wtal to prom.ftingjh«- weMjhHilg.rri liiriitlji laiiiiljesi._But it afc beiieTiflii those Who 
» annot work; bK'uuM- a> lb*- health oithe nation ^u>*>. more money is available to 
heJ|i th«i>»- in rtft-d " »pp :f» i. 

Bv impiication. tMHiumif ^roUih h* lps the poor bv raising their omn market 
1 nC4 ,rn * ' a n<1 ^> r, _ u> 1 n *> ! n «* 1 i"<->.>mr_ °f the non p» «ir »u ffkien 1 1 y to accom modate red is- 
tnhutj.»n Th«« K»;.^.in pn^rum reflet-ts th_i> dual approach' The "mM)' riet" is to 
[^""jn p1«»v«-.V'^ th_i»se. »h« cannot work Yrt, transfers to th<^t- who do work 
h.-LVvJ^.Tn i .r»«duc«i. a_> they are expected to heti«*fit from the expanded emplovmeni 
(ippt>rtunitie> asxioatrd with growth 

_ Ifow. sensitive j> f«)Vert> to itii reased tn^irujmic actj\U>. htildih^r tran>fers. con- 
stant ' One would thirit that the expenehU- uf the last twenty years rn^hl offer an 

* I n iost xje.r x ki a 1 ex pen ment to det i r m i ne t he rt lit j v e i mport a nee of growth in 
niarkt t \t\iy*i and ihcwre transfers f-Ltptd economiv* v_ro*th_in the.late T.HiOs was 
!: [' m P> .PIT 11 N ^ *. . ^ 1 * r_*?r.!»^i K and Mt a^na t iw The *cope of i nrortK* t ra nsfer 
PT' Vfarii * . » a I ly t host- t a ri^*tt *d a t j ( i w j net >me % umpir . aisti andcrwen t d r a mat Yc 
\ ^Wr. S-ii nat i<»n_ in. hot h of t he>e key ind«*pi-ndent variahles shtnild have allowed 
r.«^:?*ry.h»Tsfo accurately intimate how, much poverty reduction was due to ^rowih 
rn.market im'nnves and how much w:*s dui* to increases in K^t'rtimeht income tran^ : 

ters 

Vi« areiit .that t hi?* |>uhh< pohev di hate h is not hern n*Miived bkYause previous 
r» M an h« r^ h -ive rmi provided a conceptual trnnu work to jink nutrwc o?iom_ic Condi 
tion^ arid incomt> tr instrrs with pov» rt v reduction We be^in by reviewjnjj the de- 
s *' r ! P* v . " n . ■>"! ,no . rn . 14 :'. ^T 0 *. 1 . h . _t ra nsfe r.-._ and ji» »> <e r t y _Then_ we rt* n< )rt t he n - 
>tJ J . ' d . r * * nV4 _ l * n« s*>me of the s ta n_d_a rd > in^i^N 1 ^ t ion m< jdeU t ha t have a p- 
\»->\r*-<i in.thejiterature. We conclude that although lhe?ie modelt* can he used to 
IT^1« , ;i^l."rV' , rt>,. they_are n<»t ^•cifjeH m a manner that that can lie used to di^en- 
ianc(^ t.he.etltx'ts.of pfimiiiR market incomes from the effects of increased trahHrers. 
We project that Ihe r*t>*nt inerews in fioveiiy will not he reverw-d Poverty will 
remain close to current levels for the he*! Kever al year**, tfiverj the expiated trends 
in_e<ortomk' growth, uriemployrhehl rati-n, and incornejran»f«-ri* 

HhaUy, we use ii conceptual trameweyrk that links wviiiiir ancicyciicaLchanr^ i" 
r "^ cri>,H " n,,fn ' c a .^ ,v ^>LA'». '.^ tivwin and the shapt< _n{ \\vi* income diMrihutiwi. and 
r^nre. to chant's .in p»>verty ..We_appjv./t.fus f ra_mew»>rk to date _de.hved from the 
*.]«/r*hU^U^ We find that tietween 1%7 and 

J_'^^>r^>_ w Th_ r_n mean, transfer income was about as ^ irrpcirtarit as jftowih in mean 
market incomes, in rcdgcmR |K)vprty for all persons Siiice VJVJ, growth iri trarixfers 
has not twn large enough to otlw»t p<Jverty increawng declines in mean market in- 
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»'L>mrt IK rt thr- entire \\*71 \***2 jn-rujd: changes in the shape of the income distri- 
bution have landed to increase poirrtv 



nMt s*RIEh EVIDENCE 

Tahie.i prrs<nU_the basic trrn^ for jnacroecof^^ i ncorne trans- 

fers: arid po\ert> The rapid economic growth during the. early. l%Os and the siow- 
O^mn dunfi£ the rale irC*^ and eariy i?^_D read;i> appa/riii_ ift tt»r irWi rfro 
<;NP per Kou>rhold < column h: 1 This slowdown wa» a result of worsening cyclical 
cimditiuh* coupled with slower growth; net of cycle: in spite of the rise in urvernploy- 
rnent rate* « column the Kxirioroydid experience modest net economic growth 
during the lif>*s. NonetheU a. real (JSP per household in was Wo* the 

Thus*. ij_econimc growth tt-Bided to nrtiuce poverty, some decline in poverty 
rni^ht ha>e been eipected tor the l^Ttte. though at a slower rate than vri the early 
>ear> 

UBtt 1 - TiVE SERIES Si WACROfCO^OMC COMMTONS. NOM TRANSf ERS AND POVERTY, 
SELECTED YEARS 1950-81 
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***»*J*mtoUtr. iPvv iS*K_Pwm\ fi fhf Umtotf >T4»r«tv itutt^trfi Dwawnte* rw« 'Jtrmtm W? \irl 



__'J/i Jhr »^rt^u>n rPHulU prr*enU»d_in thr Appendix, «J(gv*K_»^i i Nl , #«d tran*Nrn are dmd 
od bv hou^*rh«^^** Ui a. fmra^ thr imp^U of *Ttmom»c and demo^rax*»ic Dirtdtr^r H> pooulaivm 
would Him a>rre»i for d*mr*?*uphic <i*anfe, tmi would nof account lor ihcHMWeais iaraiily l»««8 
aa hoUwhoW.M split into U«i»iJi»r unit* Since the _o/^iaJ_ p^wrtv Jhte«tjoldii refefJUi howhoW 
incorrw* arid J^preitrni « mi /if.ecfui^aU^nce m:aje» Jh»t _aw»uJ»t» for e^^miew of acaje aaauciated 
with l*n?rr houM»K<^d ijjk^ (JNP and U»n*feni_ j>er household are mnre appropnate »fieaaue?n 
HfireMwri* N^d o n l* 1 !* capita independent variahlea are. however, alab con^Meiit with our 
finding and are avaiUhW oh requeat 
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2 he- gnmth m real i 4*1} Aiift in fcmd tranter* per household j «lumns_3_aijd 4). 
itfnm*»fil> referreiito u> the maial welfare excision,'; is weltknown. Possibly Jess 
*ell fcnown i» the fact that reaJ ca>h transfers hoo^ehoW declined almost 7 per- 
cent Wl^.h jw , lt*N) K^!umn_:k Th*j*_not soiejy^ reflection of racrease* in ihe 
numt>er ^_^ U ^°A4», ^«»__cash transfers as a percentage of GNP dropped by * 
r^T* 1 . s^me pengd The growth rat* of in-fciod transfers has sloped in 

reivnt >earn but their absolute levels have continued to increase Thius, ir increased 
? r Tr-r.vUxl *w reduce, pcrverty: decline* in utttcial poverty through the oikJ- 
15* t*l » and ic*rrea>e> in the late lH7<»s would have been expected. 

The trend iJS th> official- anodence of pwerty Tor all persora iColumn_5) cm be 
broken down roughly into three period* Between Inland IWJ poverty rates plum- 
meted tnim about J** to V± percent This was followed^ .until 12179, by a leveling of 
po\ertv in the U to 1J percent range The 1^ to 1!*C period marked the first 
*^n> in*rea*e in poverty over the full thirty-year period Poverty rose from lift in 
in i!*H». If inJ'.M and 15 percent in To put this increase into per^ 

^*nj>>- .note that povert> only increased from II* 16 Vi:i during the 1974-75 re- 
cession iVarly; the rtvent rise in poverty stand* in snarp contrast to previous eine- 
rience _ 

The mc^tiplete series <m ^vertv^that includes \ in fcmd transfers <colurnn fil shows 
a Meefirr divUne that the official series for the earlier years and the same leveling 
i? nn V ht# - B *^ 3u ^ e - n ^ 1 tiaL * availabie aft^r we cannot be sure that 
the in kind poverty *er*e> ^ wouid_show : as sharp an increase as the ofTkul series 

Th.- Mnij.U- *ti*rv *hich emrrpw from Table I is that the early period of sharp 
l***'*!* Tl^u*:y**>n* 'in «*h mea>uresi was a result of Strong economic growth de- 
ii»pAn#: unemployment rates, and large ih^r*^ 

tnlikuted to deirea>ing poverty The second period, that of steady poverty rates, 
*eem» to he the- result of two offsetting factors. The rise in unemployment rate* was 
offset by mcrea>«-> m Kith cash and in-tind transfers After 1979. all three factor? 
contributed to increasing official pm+rty^th WKLGNP j*er household had still not 
reamed its ltfTI value and unemployment had risen from 5 h percent to $7 per- 
\* nt . This was accompanied by a constant value of real cash transfers per house- 
™>l£_d***PJt* the tjeneraily _<^nterjrycl*c;iJ nature of transfers - 

These_sHh/ed_fatt^ suggest that the poor benefit from secuiar economic growth 
lower unemployment rate*, and increased transfer* _}fowever. sjrafde Kyariate rela- 
t Kinships are obviously inadequate to determine the relative importance of each of 
these factors in explaining the changes in poverty. 

Before we turn to multivariate models, we review the possible effect* of demo- 
graphic change on the trend_m poverty » There_has beer rapid change in the corn po* 
*|t_ K>n <» households ifamilie* plus unrelated individual. Between L%5 amd 19H1. 
the total number of rmuheholds grew by about 4* percent, white populatioti grew bV 
only about p^Krni A w>de differential also holds for the poor -poor households 
mcrea^td by L'. peixvri* *bjte poor persons increased by only 15 percent House- 
t^lds »ith_the lowe*? r^erty rates proportionately dirclined the most. For example, 
the proportion *rf ta ft kIh* ^ headed by men of -wording ages Jell from almost 60 jo 
about ; > percent oJ all households Oh \fw other hand, household* headed by norij 
agH *omen jncn aw-d ^rom about Hi to almost 2^1 percent of all households, and 
from about a quarter u> . ^x>ui 40 percent of all poor rK>u^holds^Thus^eyen if pover- 
ty rates had remained cw^tarit for each demographic group, the aggregate poverty 
rate would have risen 

Tablr ^ highlight* the differences m poverty levels and trends for several major 
demogra^^^^ reduction in poverty and 

?b•LJ*f]g^»^-- l ^^-^--rf- , -^-^- , ^- ?-rM«ifrr» are for elderly persons; Adjusted poverty 
fat** f«r .Kack*,_Ili_spanics and women heading households remain above the oTHcial 
rale* that existed for whites in VMu, when in kmc* transfers were few and conse- 
<iMfntl>Lhad little impact These data suggest thaUi diS^regated analysis of poverj 
ty trmds is in order, a potent mad<* by Aarori U%Tl but not followed in some of the 



_.AA1J of ih^_data\ in this paragraph ttim* from com pvitjittonw by th^ author* from in* \Mi 
Suryi^cij_K^ni>m!c Oppf>rluraly aod the March J»*2 t'urreni l^op^Jation Survey 
_ *7*» f****X _M<w«f!y.f/ T*w*f..£,. a**a*wt> OfiVyfer.it^ sit XRe ?<mw* adiuated 

pnv«*nv-_ rates in the Census Bureau a techniral rep«>rt <LT.S_ Bureau of the Orwiun. \tyQ ) They 
v*Jue_the tranMt#»n* »i marfcet ami and -include mrdK*«£ rsjvnditurea for inatltutipnal ^af* The 
paverijurjite for all nrrmm* in column a dinVrn from that stmiwa for 1 1*7-9 in column 6 of f^>*e \ 
Thafjime _*-f_iea. imlu^ea _m.-kind trarm»rn« at their ra*h equivsle^ valneii to recip»enU and iim- 
u | * t f!L^ l fvML<d^mra of Federal income 

and payn>ll I)an/i^r and (iotfarhaf* disruss the Cenaua Bsreau report arx) its im- 

pluafjori* for thp meaaurernent of poverty 



o 

ERIC 



reyenf tinit* sTu"» literature We him turn to the types of regressions that have teen 
e»»t:rnatt*d by previous n*>e.*ri hers 



TABLi : -ALTERATIVE MEASURES Of THE IS3DEWI Of POVERTY OFFICIAL MEASURE fOR 1967, 
AND IS 7 ? AND MONEY 1SC0VE PLUS THE MARKET VALUE Of IN-KIND TRANSFERS FOR 1979 
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I SIS O* TIME^EltlES REGRESSIONS 



In the trad it i- m of Anderson < l^[,^allaway M9ofi L 1J3*T7> and Aaron sever- 
al r»vent_*Tudie!» h^ve e>ti ma ted liriisMseries rejfressjons4o^Hairi the partial _effect* 
nt «ro*"th_in <;Sl* and transfer* on poverty _ reduction- The result* from these stud- 
ies u*t- conflicting. toe ex<*mpk, ThorsTton, et_al. i[i*7M state: "Our findings jwijeate 
t hat The contnbution of growth has been overstated, . . - much of the past successes 
arr.iilusury'jp i _ ... 

Chi th»« other hand. Murray claims that _'Tne effects of economic growth 
dai indeed tncfcle down t-; the lowest economic levels of society The fortune* of 
the ivonomv vx plain recent trend* in poverty. But the ilip__sjde of _this_ finding: i» 
<i-^i HX'ial welfare expenditures did not have an effect on poverty^ i>nce_the_ effects 
of CiSV art* taken into account, increases in i?ocial welfare spending do not account 
tor reduc tion in p»»vertv in the last three decode* " ip: 1 1 K 

It Thornton et al are correct, then the working poor will not be greatly aided by 
tvohbrnic expansion Kut if Murray is correct, then poverty rates should fall back to 
t he i r I TO» ]e vp U aft er 1 he ectmom >c recovery gets u nderway ; 

Why do studies on'tairi such different results? To answer this question, L **^ st *^« st " 
<-d a large number of 2 i merries regressions similar to ^ those found in the literature; 
These rtgrewutfi* attempt to show how poverty is affected by «OTomic growth, 
change* in ochcal conditit>ns and t ran*fer jrrowtK The append to this paper gives 
d >ampie »t the regrt»*Mona we estimated Our results augger* *tat previous studies 
have come to different .a>ncjusipns because the esUmated coefficie^ 
e noug h to accu ra tj j v _ Mjuir ate _the_i m^>ac_t_ of _ economic growth from j mpact_of grow - 
m£ transfer* and (hat if changes in unemployment. This is because the three factors 
*ar> closely t*jgKher._ _ __ __ . , 

< ^«si(1et a i pie; hot extreme case, Suppoj^Ji»at_wben_economjcjjr^^ 
tr.iffKtVrv ,i»ureiw»d as a n*KyU of lncr^ase^ Uxpayer generosity. Increased economic 
^roWtK aii-J 4 l ie resulting incrpaMHl transfers would .reduce jiovje^y^ Howjeyer^ jt 
vvjiuIrJ he imj:xK^:fiJr to ^parA'le the impact of the two factors on poverty, since they 
*(Jijld mow exiu-tlv together In practice transfers, econorrttc growth and unemploy* 
merit do hot hioie ^riectly together They, h<)wever, do move tn sufficiently similar 
manner to n™ke it difficult to acc4ara^ly separate their impacts 

While the regression framework rias this drawbacs. it ts a usefuJ tool for analyx- 
in^ whether the rttent iricioase in poverty wiH be reveiiied as the economy recov. 
♦ rs This diies n<>s rt^utri- that we determine whether further changes in poverty 
result from ^ro^th i//» mark*^ iriconTi^^r^trari»fers. We heed only determine 
how much the joint chaise* ir i thewe varjaWes will reduce ^verty^ 

Wejjse our estimated rpjat_i<>nshi|* b«»tween the poverty rate arid real CNP per 
household, real rash transfers per hounehold arid unemploymnt to project poverty 



-if 

j 1 * -f n «* Hu- projivtMitLvare bu>ed on the Office of J^roagement aiid 

Bud£«t * July _H*<1 eo*w»tnic i^mpn_otv» and the projections of transfers found in 
l^A.bujfcrt..IJrt»jfrfl Ui^jind I !*sl growth in real <JNP is projected to rise 
^ 1' Percent to 3J percent Real cash transfers per household are projected lb 
mcre^e_ by »; percent, primarily due to the projected Increase in the unemployment 
rule Between l!e<* and I!t>4. ert>nofn jc growth is projected to increase but transfer* 
Art- projected to decrease The latter is partially a result oT the decline in countercv 
dical in*n*fef> -hut alMi reflects legislated changes in transfers. 

Table .1 present* the actual trend in poverty for all persons and for selected dem- 
^ ra P^ ^ r ^.!*lVr.-T*«*!^ between 1*TT and ii*>2, and project iorts for VJKi 

.*fr«l I*M Th. fN.v«v B > rate (or all ! [nTM»ri.> i> j^iiled in dr»_»p from tf o percent 
In ^ H^e^r/nt . in i_!t^)_ahdj43 stay at the level in The recent rise in 

poverty will nut be re\is*«d by t_he_ project vd economic recovery ; It would take either 
a stronger recovery or sustained increases in income transfers to biiritf poverty back 
t»» !b** J I *i> 1^ orrcent ramge of the l**7<fe;_ _ - ... . 

..There ,,_r_e ! w v dsfferotHEes botfcin the 1!*7T-- Uptrends and in the projections for 
the demographic s* ^Qp> Column. .2 of Tabled shows that poverty for the elderly is 
projected to c.mtmue to dK line Between VJ~\< ^arid poverty for the elderly de- 

dine- hv ' '! J^ri-i-ritii^e piients. while ii increases by lM* points for all persona. 

TABU i ACTUAL POVERTY RATES A.N0 F30JECTED POVERTY RATES BASED OK m ECONOMIC 
ASSUMPTIONS AND PROPOSED LEGlSIJVflON 

J«P *♦«! In* «l HOtj!#»IOKJi *>ff 
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»-.,'_ j- ' <c-v ^ * ( «,.^f^ ^ 'V 'fM*>ij»M *f * wjfftunir form In? ^fs^ jrt rUtfluM 

, „. r , v > t r-r. lC f ^ r .-.» j ,t 4. r rf iii pw, 4M , r ijnir Ai t.x (1 f «mafTjoh« foufr 

Tht> d.itaJtir. whiti^: htiick'S arid Hispahics ciiLssini-d by mi of head, iirv j»hown in 
lolumrw :A in «i IN'verfy ntlvs for all of th** ^roupn . are pn^vted to decline from 
fheir. jewjU a?, the Koriorriy movers Th«' hh::rpe«( Jprtvjf<t<«d droo is* for black 
temalt^ia ^ r rnup which •'xlwrieria'd an unusually lar^t- in ere ax- in &nvr\\_tn_WKi 

Nonetheless, the rat«v are proje<t«-d to remain a bo vr thoM* exjjt-rjenced before the 
riven* ri>e in uriemployrnent For example, the poverty rate for white maJen j» pro^ 
>vfed jo rrnwoh well ar*>ye * _ lA** •f*. 5. -Pf.'^'ni. *i nd _ah«jyc .the VM'>~ rate. of 
" 1 nt Th»» other di'ri»<^raphic xroup^ are projrvtni tomamtain povertv rates 

l n :h^ ih*'ir l!H»T lev«>|> but above the r;it«^ they ev|M»nenced during the l!*7.i r««ce»- 
>ion 

Profi t ion* »i j>overty u*in£ an income- d«^lnition which jinclodt'f* in kind transient 
•» r !' Jj'^.njiahie vm e the Bureau of the (V»n>u«4 ha^* n#»l (HjbU*hed a tXknw«ie«t Ur riv 
^■n«> . , .»n_t>«iyertv that countn_the_ value, of tn kind translen* In <^>tu*chalk arid Han 
WT.OWJi we dest'ttbe.a riH»t h<*J whwh ran b4« u«ed ti) project the adjusted poverty 
measure ^••v«-_li>|w<| by Smei-ding ilUh^ai This meaMUre correct* for underreporting 
it in«(»me aj)d Vijla»*s in kind U'riefitw at tb*'ir value to recijaetit*. We project that 
tl»e**»- poverty r;ites JMcreaM^l (roiu i» |. jiercerit iri VJVJ to h.H percent in Hy 
\'»t adjusted pi>vert> is projects to fn H 2 (i Kvrit, whith in comparable to the 
levels of the earl* 1!*T<N 



m 



Thr rtvrf^nm t> iiiiteitif k u>*-ful for making s»hori-terni projections over periods 
*here tran>ter» arid eciyi nuw £u*+ih cluar-ly follow their historical patterns. How- 
ever, thi?- m^hodoUvv dc*^. not an»*rr tf*- broader question of wiiKh>r ri is Possi- 
ble to irduvx P^Vrny ^yJ^^n 1 !^^.** 1 ^^ 1 cimtiii iiitii? the expansion in social wei : 

tart* >p^d_in_tf_rx p»'nrncyd during the _iW)s i.and i_i*7us 

_ .We u-**- t»o ap?n"«achri .to judge t|ie_ relative jmpprta^ demo- 
graphic ivmpufittou of hiKiseholda, market incomes and transfers in_reduciin£ Dpyer_- 
iv ,»v<-r :h<; past fit'.ei n ye^rs The jirst_focu?*es_on_cn_an^ 

p»>vert> rate> of s»pK:fic demographic #;roup& Since the .overall poverty rate is__a 
vtfiShtrd u .rtjgr iif rate* fof the subgroup* *e Can calculate what the overall _po%- 
t*rt> ratr vtould havr fcw-n if the weights: which reflect <fc»ifKi£rsphJC composition, 
had n*>t changed or if <le^t graphic specific poverty rates had remained constant: 
This itc\-or»fh>sitioh provide* a measure of the efU^. ^f changes in demographic com- 
fm>jti»>n It also provides a rough irwi[catbr of the^ relative importance of increases in 
t^nstrt* mikv po\eri\ rates for groups Jike the elderly are more likely to reflect 
irhunge* in transfers than in market incomes Th*_^ cn< i_ a PeT? afc ? n J<*uses directly 
« >n c ha nge> i n t he level* and d ist n bu t ions of ma r k et and tj?!^_f er i ncomes A con- 
cepfuai m*«iej. i> u?*-d t<j show how changes in these components of income affected 
poverty over thf List 1~> >* ars 



< NANCES I v ^ME li#:»(**KAl'HK* fOMKSITION OF HOCS£HOU%> 



i puuli-ht-d data <^n official poverty rates for eight demography groups, 
ivt the head s sex. race and a*,*e 'ever fVi or hot Htb calculate wcignt : 



*i j | h iv t»rt ;■_ r a > -s 1 n ^rted yea rs . Table 4 shows t he actual poverty rate Jor all per- 
x.ns co\ u n : n l_ _ an J the rates ca leu lated using the _ 1 %T demcgraph i ic weights for 
euvJ; <>f the ei^ht groups 'Columns Colujnn 2 sAw^ 

have resulted inxn actual changes in the grocp-specific poverty _rj^_if_there_hjMi 
Hern ho change in defr»*^raphic composition since li*<77. If this had been the case, 
poverty would Have <fc<iihed front 1-1:2 to VA2 percent between 1**T7 and.l^t The 
difference hvtvveeh ffo' rates in columns I and 2 grows continuously Over the period 
lwvau>e the fvrtehtayje of the population living in households headed by those with 
ahov -^average poverty rates— women arid blacks— increased. ¥o* exam pie, actual 
poverty rates fell from 14 J to 117 percent >* ween VMM and U*7H r the last year & 
rw ir full employment It the weights are held consUnt A the 1^79 jpiverty rate fall* 
to_ \ u ' jierrenf Thus, the group-specific rates declined on average between l&TT and 



TABLE 4 POVERTY RATES FOR ALL PERSONS W SELECTED YEARS — ACTUAt AND SIMULATED 

VALUES 
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' f y wiuM"* »*'ue' y w ' 1 iraM^w ol H' prom tnfo w <l m >' *mo(* jpftit roups Dtftrwtl cifssirtcjtan pwtat fngth 
rtupt j>ff^iyl»-irtfl»??i»--t><ig-JS^ shnSiLJ»ff 

«P^ffiV 'ilr.ro* *Ji ofiw dprnofrapSx pomps rm*i it rs»r !%/ 
- • toomtjff 0»ffi r.hjnf» mm 1* prmfa »f«fl ri«t ami pMrty rM «j 1M1K n* rj* ^ «SmtM H» pratntige pwit (Am«k 

* cm J . ' < i Mt V w« to n» cM«e * ca t ? j 




wtrmm^ m puirrty *iix*lW<i, rjowe^er^cainot be attributed to demo- 
*rap*uc change Actual ^^iSjw^ by 33 percentage_p«nt* (oolamn In white 
£»*rt« J in the absence of demo^phKchange increased by 3 0 percentage point* 
due to increases in the group-specific weight*. ^ 

Column* 3, 4 and 5 show how changes in the poverty rates for selected demo* 
graphic gr^i^ sn^ied ibe rate for afflL perw»s: In each i^iuia* we hold the demo- 
g^^yg^Yg j^T* 11 £°°P» P««rty rates for all but U* indicated 

w S--- , Tc ! ^-p di *: W * v *0 tne poverty rate for the fflpedTwdiroup 
tolujnn_J show* that redscooos in poverty for the eHedy accounted for a 14 
pomt decrease in the overafl poverty rale between 1967 and iffi < Ui minus j£4; 
reductions for non-aged females and iion-aged males account for 0.6 points and *1 
ClS^S 1 ? half of 41 percentage point decK pov*Hy 
^nL reflected a drop in poverty for non-aged Tr*\m 

The in n^oecoooriic j»dUt*ons since ^increased povertv -stes 

forah but the elderly^ Poverty would have increased from 10.1 to 13J2 percent if the 
^^ra^Kjve^ had not changedjcoluian 2). Now of thai i»crea^a«oahted 
lor i>y charges w poverty for the elderly. In contrast to the earlier period, increases 
,ft JP^^-^-3°P«^ 2.6 points of the total 3.1 point increase 

Tru* decoMpo^jtipn shows that several factors are quantitatively important to de> 
tenrnnir* whether it witf be possible to reduce poverty without Uri^Tmcrease* in 
transfers m the fatare: Firm, ,fthe dern^apluc composition of the ^al^! 
tinues t^ change as it haa._ri.wtU pit more difficult to achieve ioweTpWty rates: 
This factor accvunt*d fcr a poin; incm^e in the poverty rate between 1967 arid 
\%r\;; cwtiri i ,alKM th " tr "** * y**Hy poverty rate that is higher by 

twfvO Ip^^r ^Y^ Second, <>chcaJ dj^turns had a major impact on bove?- 
ty ^etween lim ^d ^ ^rtyjr^^dm^d for ilemogra^S: Urease* 
by J J posnt*. Thuird^changesintM important since oV 

^J«P^y^Y households with aneJderly head b^creasedtr^erall _poV 

SSiHcbi* Y "iS* - hrt -"**S »-«d-l«2:- , nai largely reflects the increiae^n 
^^..SecurjgvJbg-nefiu received by these households 

. L^j»l»_iio«_«WiSti that the role of ^economic growth js_iirnited because 
those wto de$wn<i tnu*i on nWket incomes already have low poverty rates. For ex 
ample, _«f P^*m rot^ among householdn headed hv a nonaged mile had be** i 
^ K r2L^w r - Jn6tti T Pww-t, the poverty mrv? for all persons would still 

have beer, i k_S percent further reductions will have to come from increased ircomes 
for households hradH by women, who have up to this point not benefitted directly 
irom econormc growth. 

< HA*CSJX |* ml LtvCL AMD WSTWtntON OF MAKKET INCOMK ASD tkANSTia I NO} MI 

Tfte Receding analyst ha* at feast two brawb xks. First, we derived in/erences 
aoou^ the importance of . market versus transfer ;>come by associating chances m 
pmftv am*ng ison-s^xi males with changes in_ market incomes, and changes 
pfnotig ^ e^rly with At_best.this is s rough approximation 

Non-age* I males riwvfsflnvp tr^^ insurance* and the ett- 

. cr i>.!l^?«J?^_ J !!^r*ft for changes j h the cycle by 

co^pfl,nng the- data between pairs of yean, with varying macroecrwomi: cbnditk>h* 

He denye a more precwe. e?etbod for meaauriitf the reHUve importance of in- 
errand I market : iransfer income, by using a model which explicitly focuses on cy- 
ttjcaj_an4_ secujar changes in the levels and distriibitions of these two sources of 
■is??^*?"* Ldf ?* ,i * <* the ^tnodologv can he found in Gottachalk and Dan/iger 
proceeds as foUows Foverty can be viei**d as changing: because 
itufUjn. the incwr^di«hbut»Oh alter the proportion of household* jailing below a 
fixed poverty lini. These iimfU in jncorne distribution can be described by changes 
in the mean income, the dispersion of income an>und_the_mean tU t the variance) 
and f ?le oV,qee to which households are conct ntrated in the lower Jtail of the dwtn- 
buiiowMre., skewneMi Changes « the shape, as wejl M the level, of the distribution 
can affect poverty Y oi lex^pj^ poverty will nol decrease when mean incomes grow 
if growth w awm^n^ by_j^ increased inequality is iuT 

ncientjy large to ofTset the powiy-red<iring < ffect of the increased mean 

ff1^«1<^ <Jer^_mtosFie is t^ipov-d of market income ie* , wages, salaries 
private »ns4on« . diviiendM, inter©**, rent* arid income from other private m>u roei] 
f^fV - K ca * h l ranH ^ rs: w r <te ^P d ? changes in Census income into ch*_Gg*s in 
UMt_two. types of mrornt* K*eh4Sf these com ponenU varies with the bu»ineas cyck 
and follows a lon^ term trend Ihirirtg the paai Hfleen >ears^ayerswe_ market in- 
comes decreased and avera^transfers increased during recessions. The tendency 
was for both to increase. Inequality of earnings, which affects the shape of the 
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jii'uny tlMiiius tn. fr-u.frtj during rrtVstoiuci* and £Tew over Him* ilfobfey and 

«^^> : r>i!L.i.-*N' ; .. _ . _ 

UV tir%i*rmpu^_Uw^impacl *A > tu*nce> in mo^urwniifntc cor^tions oa jK*verty_ into 
*-ij<m{*)n«-nt>.<iu*' 10 chan**e» in mrao mark** wncornrr*, rnean_ tran^er^ancl -^ther fac: 
lor* ;ru*i affect the >hape of the diatribgtwrL* Tbr March l*M> -and ~. to ji*K3 
l.'urivnl ttapulaliOri Survey* were used to calculate the ba»iC data whicn describe 
in*- dt>tnt>utr<m ot' marfcet iococne arid transfers in each war <ie: t the means, var- 
i.i.?u>*>. cii*\ina*ive arid J iw^-urr of s^ewrit****) 

\W Yum Krcu* Lis tru* e"it*-ct> ot «*ciu^l chan^ea in rri -jin market tnconw- And mean 
tr^a>lr-r iri.um*- arid £r<:4»{P thf-:* rririjir.iri^ factors, into a ft-snidiia) category. Trti> re- 
-4*rjai cate>^trv u» dt^jmpiiejw'ii ?nj*«>tt?*"hiiii|t and iXanjci^e^r < 1**^^ 1 

Table t_h*» t:i>ntnbuiK»n> of _chan^> in jnean i^rkel and txani*le> income 

i u chuti£ . n:c p* »\ wv M * een _ ! *>r7_ and _ 1 i£bL and _br*i ween_ 1J*7^ and 1^2. * Row 1 
>hhi»> trial while ihr actual p»wr!rt>. nnr ter all per^m* decUr*^_rn^ <miy if»_pe_r: 
cetftajw poiiiti* irt^trn !'.*rr aiuL UCft tftrreaa»er» in. the mean of market income 
w»vuld n:i\~f n^uoed pinem by ~1 X point*: if Transfer* and factor* affecting the 
-Kape V4 th»- distribution had rrmaihed ctmAtani Increa?#s in fnean transfers would 
hair rr-du^ tti piivrTti bi r; 1 point*, ceteris paribus ThtSe two poierty decreasing 
factor* vkvr*- <rtt?*i l>\ ch*tTi£*y its the xdiapr the -distribution which increased pov- 
rrtv hv f»»^ht> ThuS. teiweeri and 1**TM iric.re*fc**r, in mean transfer*, were 
Mi^ht it rn >r* itrpo riant th in incrraset* ai meari^ market mwjme in red unnp poverty 
< Ihjn^!— in thr ^ap»« of the di>tnbutii**i. however, were a> important a* either oT 
rhi-^- t-*cinr> 

*abl£ 5 - DteewesTtfft of changes m povirty rates 
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'v ^ •' 'v . i<irtff r ; ' i j;i mi r.n*ijf siwpf > ca* ! 

...Kuw. ^ <itn 'nmivNn Jhw 'ill pmvntJMKe i^Mntincr^a^ in pineriy_^ 

i'lw fi»vhtte i#i.rfieati fJUirket mrotnt^ jt»d to a 0 H_poinl poverty jncruaMN which 
;» pa rt i ,7 i 1 v < if J ^-1 by a 0 4 perctn ta^e poi nt decii ne due to_ mcreawnl tran^ferw \\y 
tar th»' rtK^i iniiMiriaht factor; however, wsw tN* change in tN' Khapr of the dint nog- 
ti<>h. which aOtS>upt«Vi for a 2ti point mcrea»e in piiverfy: Ui othwr word*, if al! 



Mhir Hwnjt I I * K.»m-<1 oh.rh> ii^umfili»»i t feat totjil ih^*«i»» -di4ided_by_t>ie jwvertj kne_ha«_a 
ili^pl.i.wt h*trmaJ_HL«trjoutHMQ • wft _M«^ li*T^_L _Wf__w^ t^ J^^ 

tbf_|»»\j!rrA..I.!wi rs«th«»r than actual Aw:'_>me to riHTw-t f«>r : djflmnt^in jamd]f_«iae_ Wr u«r> the 
t* rm^ RMrkH incom*» *ind iran»fff inr«m#» interrhanseably with the more rumrwewom* term* 
n.arkrt inc«>rrw to n***M^ ratM» and tr*ii*tfVf iTHHjm^ t*> m^'dft r»tK> 

1 i hdi^> iri irwv **Mp»« <3f t?w'- <t«i riouti*^ r^wWirom^tiahgei»_ifi inr <^ierYtt3P«ft_«^ »arjJfi^3B 
'.variant''*, niea h *J\. i far < oriTtt-ient tj£ JktmBum J t he thj _rd momen t . mean *.L»nd d^nifi* in _ hMhff 
IfvrL rni»^! v nt* _**or .4 4 *«^«ir 1 .oSiimn 2 retWt* huth _ thf_ P''*eH^d« , reaain<{ effect* of chan^f* in 
m^a n_nuw/ket ifto->tr»e uiui lb*- jji»v#»rty HK rrwHfm »HTarU» nt cfain^pii ih the^ variance which Swp 
th# : r.« trH~i*'nl .vi v^r,;ahon tonMant Our calrul«t.ifm« wbuid »h*>w r» than^r in f»ie »hapr <)f the 
<h»t> ibutinn i* rriiirkt'i incormm awl trahafwr inofimM _^»ch iftCreaftHd_i>y _t_he ttAtnr rale« J<>r_jll 
houW-h^»WH (^ittai Mk J pre*»nU_a jdiff^nr <W^r*i potion model, but he igmynm ch»ngtm 
in tbr «<»vHrian<*«- amt thr variance <>t tranNfer* 
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h*IM*th ,, W> had t;5(p-r hr-tN »«d Jh*- rnrafi change* in fnortt-l arid transfer* incocnet*, 
fwy.erty *iK*ui «ml> have r»<**n hv.o 4 (»«ri£> _ 
-- BrvuLtsr change* m drtSo^r jpritc _ompusUion have h*d a M^nzftcaint impact bit 
the trend in puv^tty Ta&te S shows disaggregated requite for persons in household* 
H>*oed by prime j£ed male*, young maK and eideriy pmom 4 From 1^7 to 
♦rfu^lh in mean mirtet income accounted for a 3.1 percentage point drop inpoverty 

l*nnt drop < 'han^es in the ^hape of the dtsi ritnjJ ion i.ncreasied poverty _by__t2_potni* 
The riclwui domnturn between I^TJI snd _rnrr^d. the.W'fect'.of changes m 
!!*>*P. market A^M*^...i3^W^..in the mean increased poverty h$ <)> percentage 
e*!*n..t> While .^n-i«th »n_mean transfers still imiuced poverty, the effect was. only OH 
pewnia*:e_ point* As in thr earlier pemsd. i tarvges in the shape of th> distribution 
had _a_ lar>:e pxyverty .incroin^: unpdct: 2 4 puintx In sum. for pnme-a£ed nueeu 
^vowth m mean market incu*?;*> were more important than tinnier growth, bui 
fxrvr-rtv ihvrea>iK£ changes vn The sK#pe of the distribution «5Bet their combined 

C. *< hial changes are even more inipuriant jRir persons in households headed by 
vun*; m«-n res* than J."> >r *r> old_i Frora l_S*tyT to I I _growth j_n mean market 
!j*>* ^.T!!**??!^ F" »verty by l 't F*>!nt>. wjhi ie growth _in_ mean transfers accounted 
for ohi%_a_o». point droj; Changes in t^^hape of the diMnbutKJO increased poverty 
fy. !_r P»MhijvTb«:J-*"^:^ ffsiean market income increased poverty by 

.!* J*»*ntj» and charcib-* in i t he shape caused a .1.4 point increase These effect* more 
t hu/« . * r >*-! t he r>r-t ira: n* ( i h i> . # r<w p_ had made f ram. 1 1*57 to - UCV* 
_ Tti»- Ur^-M dr«^» in pouwis between 3_#7T 2noM!**2 pbihUi occurred for 
ri.HjM.-tao.Id* hf-aii»ii h> W(i*-rly prrM>n> imairt and Jerhales). A* mi^ht be expected, 
this iltniihe ma- :ilr»i»*»t .-irieJv a result of ^wjrth iii' mean transfer* 

S'tn}u1u7ti,vt.i Ttir- fa^i that increased um*mpl<>> merit increase* po»ert^by- 
. re^Mh^' markt f inciiiTte ha* never bf«eh deputed in the literature The Key jbtaje 
r^*il*5?_*'.r\"4l}? .!.^* '..^'.^.i*>r. "Tipt>rt.ance oT jocular increase)! in market income* and 
rran^fr-rs *n rtxiu^t >^ p»Aert> /Kir meth»jd ior controlling for cyclical change* ha* 
^•*' , '. n !i l L, ' ni f wr «*_P 1,1, _«' rt >_ _i-0_ J -^v ^^ ^A'-L J.*o^eaj>_ o^clo>e to_fulj . employment, 
• inc ^ i..?'-*T.^_.^i ^JV>rAP» oi >*^>_d^ conditions This i* a 

»>■ rude mei hi *i t< >r xi rati rt& sw^cula r I rorri cyx jjca I l han^e ______ 

m »w .um: . >i.m u ia! mn* to remove t he cyclical component and focus cm secular 
vh- 4 A*_r V*V h»ir.in with initial year values for rtwu#_ itsm hi* iftcomev mear\ trarte/ersj 
and. the «_cher fviramefer> describing the nhapr <>f the income distnbutMXi We then 
,»>sume_that each h_>useh<j.d >» market mcorne srid zranxTef- mcome-to-need* ratw» 
t;re* _af ron>_tant raft's *hich we specify belimi We can thi'Ti simulate valued 6T 
jmveriv mhi-'h wiiiild.have.htvn constat ent with the a^s^rhed (fiowi;. rates in market 
and transfer innim** had th««re beeri ho cyclical downturn after I'd*. We u*e I'^Ti* aa> 
the Kim- year since it wa* the last year of cIom* to full emfiloyniw^ht. 

Hen'aust' »r imj*»M- fhe li^nstrai hi that market- and transfer incomes ^rc>w at con- 
>! * inI f-» t »'>. eliminate all oclical chj»n<fes. Wr [urtj»er amume that market and 
triinVler iriromes of at ii he bottom of the dtMnbution grow a* fa.vi a* tho*e 

?! n *' r m Tn *' r 1 ^ * u ,n _T n ^ . Tf*^ _ t* [ " j.n_i *Ml*__<>f 1 hf I ncome distribution re- 
m^i h i K^' ci >n ah t i a er tj me _Th u Strict km w i Ij _oven»tate ' understate) the amount 
t A ( >\ t rt y re ti uct&on d ui° to wcu ia r >rrowi h i f iT^>wt h w ou HTuatj> ha_ve_ been ac- 

1 ,,T11 ?M n, * ,< l H% __i nor«^u»o nib! ^d'^r^4?jn^_ineuuaj_ity *jf v/iarket •^ tmtfwfeT mcpmeii, 

*' >>how^ the ai tuaj f>Merty rate in_ 1^7^ «nr5 j a_ cwj umn» 1 and 2) and the 
t*>sertv rate> w hu h j»ouid. h^ye eni«t»**i if the market and transfer income* of. all 
«_.»ui*:Kol!irh.jd.jcnmn it t he rates *pevifiee_ (or columns Tbr I rend raten r*'flect 
\hi. yruUr growth in..etK'h jJH'otne.MHtrcir' lor each detw^raphic gftmp over the 
|¥ r h *i J *C 4 t * » J W » I ._ .i ft er n m t rol h n>r for chti/M^es i« cycl jcji i Condi t ions . T Col urhh :i 
► bow the pHve.rty .rate. which wutid hiive het-n i hmerii^i m iW2 if the market income 
of eiirh hoUM'hold had £fo»i*n at the specified aU. feut transfers remained constant 
iri n .»! t« 'liw ( oni|M'rii;C coiumhs 1 and -I show** that li»'tw««rh 1^7!# and 1.W2 IreJid 

(Ji*|ilHLt»ti |.^v j)«»rn- .1 di^riHuCiofi d<#'S h«»t MKrHjiialHy dnicrilie the shupr o? thr innims 
!o_n«^^> 3t>trio_»n_»on l^r jLo.ti.4iied Jemale lf>eHKl» t»f H^MjNPhniiiiH A*» ii ivswlf. (tiil noC pf»timat> 
f hw Mfywr w l* ?.ir ?h»«* trr\i*p 

rMtrik f«>r h^ih rrifaW m^rKr* «nd rrifiin tr^n^pr ovonies would Hj»v^ hfvn hi^h***' t>ottJiCT>«.ik iMid 
IK4fi/iK»'r ijlfr.ii »iifiijljile the. full (w-fHui trends for all ppmmn -ST U percent pi>* year f<>r 
n Mia n. .<!tt«« k tt m« jjrne _h n_l -i_ J _ tt>t _*J * u> _len; _ritt hej- i Jhuin the . I M? 4 ■ ^ 1 f rendu tvf i I ;i And - 0 -7 thi t 
*irr u««d h*»r* S'.muUf l^B.w.Lth.thtf' hitfher jcrowlh rutes ***** « U r^rr percvntufff' p»»<nt de< I irw 
ii^pi»v»;nv *»»th d lary^f pr«j[«>rt»*in of ih*- decline »»ttnby4j»h^e tojUi^tfrm jjrowth «if transfers Wi» 
u»e the i:^T4 »\ fHti-h hetAu^ they mv fno/v- likely th»n the hucher rale« to repnwent fwturp 
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^nmth in nkjft«-f iru«*t»-» w«»uid bavr rrvluc*ti povt-rtv i>> HSi rxani* lor all persons, 
i» "J pjnni» ! or _>«»iiru: n**n. and .1 putnU for primr-a^** rr -fi 'rend increases in 
rrurkr-t invocrif !l>t ii^r^defly^ h*** ^i^.o^^^^iJP.P^i- £^timn 4 thorn 

thr Fyvrrtv rate* cim>^t*-nt with secular grwtfc in hc^h market and traosf*T m- 
c_urr,t-» A ^miurtoon of coluinns 3 and 4 in*ticau^_ thai trend growth in transfers 
*ou.li h-ivr r;^iuc*-d Pov«r;y By an addi_t*on-ii 0 1 points overall. a*ud 1.3 points for 

* rr«- r- lw» f ? V ^w-v i^fu«m TB i r ji i ujvc"! 3 itoot* $*a»<r l*ad a ^"^tT* iStjlBJCt _Ott 

j. r i rrtri .i^tni n »*_^n _ar«j_ * i>ujd_ act Ujtl H ha vr increa^J _pro%erty_ of >oung men saner 
:h**v rexeivrd r»n4u<tni transfer*, oner »r control for cyclical changes in their trans- 



6 POVERTY RATES « 1979 WO 1532 ACTL^L WiD SSRIOTEB WAIUES 



«»tftti v- i'-triM* jr j una* 



4 : ft 

:?t ii * iii 

ifi :5 .52 

136 Ml 141 



S'* ■ *.»»"''>. e_d»/_ tHr_JfT» Jrtpitfifln* 4* SBptf wftw fl» IfMQfrjpNC ra*_<2 J__G i_fi_l 

«;.ir» wr -I-, •> >3mir" «if *ft» *wr rim m t ^n rym^nm n TV twfcj mtrt »»a>igs _ 

„- i n s iff v.^* §n> i.-^'Vf! v. rw i* n» 'jtr> **ntm mm transfer mcamn «r» etuM to f<* If C 7 ii 12 m \ 4 
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l ulurtin* "» and hh«* poverty r^tes *h^h a^ consistent wstH steady market 
lnOiim** £?r»*th: Hm&rix t>*a! tfah~»^Hrs constant at their ItfTi*. tev-ei*. In this sentto, 
tHi-v |ji\e ari upp«*r bound u> the property reduction which could have been achieved 
» tlvl > through more rapid growth in market iricornei If market incomes bT ill 
hi>iw*-hold» h vi ZTtKAu by ^ percent per year ict^umh Hi. then jw^yfor if I P*ribh» 
N.jif fr<?m 11 7 to II C> j^ceht over ttii* period. Poverty rsles for 

v Vturuz miS'jtf havr declineo^to 11 '* percent, sli^hly above the overall ritir^Pbv* 
c-r^ 7uir* ptv/iMr* a^rd men would rave been U U percent As might be expected, 
1 j}V r !*" r j > * ^Jfi.hay e brm c^^^rably _ worse off if there ^id been rapid growth 
!P._n™_ r A < ? .hut no growth in ^ ^ansfers jhan they were under the actual ex* 

pand< Hi t ra n> t'r r >> s.t^m a nd_!ower_ma_rket jncome ffrowt h l?noVr th t* *c*n&rio, their 
\¥ > vt'rt > rat wjjujd have decrra>*ed on ly _f rorn_ \ 4 Jl _to_ tj >_ percent ._ 

A oMi?_pa_n*on_ of columns _'» and JLshows th*-. i_ncreTnei»uj_effeiCt_of an additKmal 
'_>r>f»: percent ajre- ptim tine rea»e_ i n_t_he ffrowt h rate of market jricomea. For exam pie, _ if 
roajkrt. incomes. prew. at 'A percent per^year, poverty, for jiI I persons would have been 
rathrr than 11 o pe.rcrr.t A comparison of columns 1 and ft shows that even 
su«tamt*fi growth m market income* for |M*rsorw at all income level* **vr m thressy*iir 
l»*rv*i *iHild not have a vrry targe impact on povertv At 'A percent _ per y*at% i* 
would take about 11 yrars to reduce poverty from the i**x2 rat* to its lt#Tt# level, U 
alLiither tactor^-rerriaim'd c0n«>1jint 

Wr al^> »imula!i'd the effect* of secular icriiwth in in kitrp/l transfers on pr verty. 
W»» ii^*d micrisvimomic data FHwti ah adjured March l!^75 Current Pop*Jatron 
S Lit ivy p r o v id*-d by T irmjt hy Sfh* 1 * *& ifig and issu med \ hat secu lar ffrbwt h r* tes in 
rnarkrt ihcomci afJd raAh pfc ih : kv«ui trarmft'rs were ^qual for all households.* We 
awumed that Smeediri^'s ^adjust mt- hi for undet*tvportjro|, which affects the 1971 puv» 
♦Ttv JryM, would no? aff^rt th^ ^roV/th^ates» of market arid cash transfer incomes as 
;«ijuM»nl We mcreaw^ the j^rowih rates for transfer* ih the simulatsonm which in- 



*Sfnr»Hjjnfc: :~v ^ » adju^j*^ foe mcfww wi^ rirp(>rtjnf{ and ih*» payment pcrwmal irieoAMp 
»hd prtvroli tsMen. a* mm for in fcind tran»ferfi Abmjt hslf th* aiffrrrnce bri^sea th# brTi- 
i »ai arid tH^ j#dju*t*«<j pr>verty r»I** ivn^l* s^uStm<mU for mwfrf r epo etiajt Th» 4ocrf w tn aov- 
•* n_y _ fn »m _y ndur ri'pi trtjnjc _ & j>r_obaMy_ » n_ w ppM: . bimrwf mncr men*ur*m^n [L errsr _ wom 14 cs me 
Ll^rt^P^TtjniT.^ into count by Stw^ding _TW_Msrcfi i Current Pos>- 

uUtion Swrv^v wwt th** latent computer tapp that Smwd»n<? omild mas» avsjlsble to im 
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cludr 4\«»h .«vi in ka*i transirr»; to refWt the fact that jn-krad Lrart=>£rr* grew 
l A&UT .tKjwi i'Ssh t ramjets ? 

Tabtr T »How* the actual adju^rd fuU-* for 1:^7 J and thr Mmui&t^ adjua&ed rate 
for Ij**^for alJ |*?r*orte and the three fcnc^a^jufe- group* A comjxan^on of column* 
^^^^J^.?^^* plus in-kind trans- 

fer* affected puberty flad mean market mcmmtn followed the 1SC4-H secular trend, 

_oy u j pcrcmiagr- points less o;?t 
Itrowth jn c*>h and in kind tmn^m *uuid havr reduce poverty by an additional 
»! r puiiiLs, about thrrr-quartrr* of the total poverty reduction, A cxsnparte*op of 
fable* t; and T *how» that the inciu^on of m kind irimrfm and Us> ad/ustna&Et for 
unoVrrt-f*jrt j»omitVani.!y rrduvv the _lrvrl of poverty in any ye^j^d increase 
the relative importance of growth m tran»£rr income* in reducing poverty 

The relative importance of areolar _grrw»th_in cash plus >#4ujki transfer* v^se* 
markrdJy for the three demographic tfnxip* It is rt^pottwble for an% ©:! pwn*wtS^e 
p»nnf of thr 0 7 point oWhne for pnme^ed men Because the secular trend in cash 
pi us. in kind transfer* & negative for young men, more young meti would have been 
in poverty under the a^umrd »cenar)d. in the other taoW> thr elderly ejiperij 
r*tue a Ur^ reducfton in p* verty a» a result of secular growth in cash plus in -kind 
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Al th> ou&H (4 the War oh Ptm^rty, analyst* thought IhMi hovrrty could be ehrii- 
nated by it URr-mirNim^-cnu|d be kept oh _a >tal#!e grwth path and if add ft win ■ 
a'.opr!^"Pi*^f^W..^ r f l *4^ *y*im^*: A^ e _P t **t <»er i.ampman, i^7|i Pmerty 
tib^ KHijfcly has* fiot _lf^*ume Irnnafrm to the poor have grrown more 
™p)4\> ih* n e»HK'i.ed, l>ut thr tvooofny h«a not followed * *tabk» ^frowth path 

Our uoa I in t h i» _ ptipr r wjm to determine _the_ reiat* ve _iinportarice of Becu iar 
Krowjh ryclical condilioav and income tranjtfera in reducing poverty We be^an by 
fj^MHwtrv^ the ability of the re$rre«Mon«i that are. common in much of xhe pfe^ioui> 
Iitf*r»ture to detefmihe the relative importance of these three factor* Uowrvet, we 
cotKlyded thai thw reicreiwions <ahjW be used lor projeittrift poverty. We then re^ 
piHi>d th> rwult* derived from a iTMwivOjirR^h^rorwrdjMi the impacts of changes in 
market aiid trshhfer mc<>mes on the fthape and p^ition <jf the income distribution 
ll^j/>'; provided some simulations that used this framework to control for cycli- 
f \\l changes _ 

'^_r_miU'*r rLhdjnjn*_a_r^ 

_ _[V>verty_is pri>jectedA<l remain Mhw* ti>e rstes through the ictud ll^HOs, even if 
- he_ economy (frtmn accord i rut to off cut! pred ict ions 

fc<t»*efl |/,Wi? and increase* in mean ir*n*i*r* were routfhfy as important as 
increaseH in mean market incomes in reducsn^ ofTicial poverty tor alt persons hV 



M)Sts f»n fthi* Urn k*' »n*i imh |>4%m« m kmA ff»fw»fpm per hou«rh4>y. Shbwti i in Tsble 1. 
were. _< y itrjwjwd . Sjts^fwt ttme_Sf>d_ wnein^oyinrfit The di_fl^fe_nljtmwth rites m tr*««frr* f<ir esch 

[f?ee_c*>lusf»s_ .4 !_« Tshle fti w»re sdjusterf by the rjUw.oMi^tws ca^ 
time tr^nd^ *h»ch mm 2<r7^ Stsc^Jhw rrfmmtyn* wrrr not difTrt>ntiati>d hy d^fnoxrsphic 
group, ihf Mime MahKff factor wm sppinrd U> all irroupn 



?*»-erl !*«;■< "* j i-1 *~ ' [;,;;*:- hVuri hiarfcH in^rae* were i.mly partiaJIv offset by 
i : ,. Tf.jN- : r . t r .*TT»ifT - 

i_f**:__s* |**ri- 5!*. ifi.irvf- ;n ?h«- «hape uf trie mninj** distribution had a Large 
j«'vrrt% _:n* Tt-a^iru: impact 

K\j»'f.r rit.»-* d.t!rr. o^ti«w demographic group* For persim» living, in household* 
rit-^i.ni if* vi>-r.2 and prime- j+*ri3 men. th> "ole of charige> in ca>h i*nd in-tird trans- 
T »-r iri," r*T.i?iCt-T> imjiiTtii.ht ihjrj change** in market incomes For the eld* 

« *.v »'t-r- .... ..^u^t :.»r uirr.ot-t all * »t the decline in poverty For all groups, how- 

* v ! } ■ 1 : 4 r ! T . K 1 * '. ' ■ -1*1 ! 1 ' *. n ! r tt>u ! * vn w*Tr 14 u.i n 1 1 tal l V e!y important ._ 

*>L.r rrti»-« Tf«* !ii-Titn «.ft the la>! Jo yr*ar>_tt'U iia ;h good deal ;it>Mt the prtte- 
ry-;!'. :..r or;. »n.;y Lr'iwth t.. rtniurepmey-tv without increa>*-d traristef riaytra-n& 
iKr -.r:.i!ltiori ~nv<*;-d that It WiiuM takr over a dWabV to ^•ifuce poverTTy for all 
«* -r~* 4 ' i.i f Ht- !"»7tt Irvt'J ii Hit ah huirtel ihcimie> ^re» at -i jii-rcvTit -per >v ai and a!! 
'■«th*-r t.wtiT* .»!'nT:n^ in** ini/orr** diMribution remained constant I'hr priw"{wct*a for 

* i k : ti»-.*»a<iuT apti.: £T> '-tiff art* nat_enc<Hjra^iri#j__ _ _ _ 

I "r,r- t i»vrlv t*perit'Ae-d th«* large>t_drop in povertv (if arty drtnog?'. ( j»hic group 
I r . • i»i-ft« 4 irT,!U iar^r group. In have ,1 substantial impact on the overall 

;*.\«t?v t .r. frit- w-r> Kiri:*' 1 drop irl their poverty rait* reduce;.! the rate for all per- 
t»v I ■ jSilfiS <Ke-r ihe_]v»;7 period their poverty r*niiKlK>h was ahnoM 
*• * * • r r 1 ^ „tu •»•• r i^rixM> in n jI Si ma J Security an4 SS! tranMera- Since 
! '. tn ' r *5'*" 1 T r*'_nt »t *• vj,*-^ «-d t o _;nrrva?*\ » n rca j _teT7U> in the neit decadr r we do 
' * V*> T ^«_rv ijrk«- furt^T devlinr > in.p.rverty for !hi>> proup 

1' vr riv r.ir, >. t..r f . a> nit n ^r»* atlKled more by change* in mean martet in- 
. ■ -ri 1* * '* ,:ir. r. to*m«i tr.;r»*it-r!". >ui,v*>rih^ that ectmt>mic tfro*1h could reduce pav-er : 
u .: . rt-.i^tj tran>:fr> Thi> <»pfirhi>ttc aafte^rneht rriu>t. however, be tetre 

f 1 ' " ? ^ ' ? * ! ** 1 1 l V kfl - T h 1 • 1 T f* '> 1 * rt > T 1 non -a^e<i jnajesi w uujd_ ajready be io*w 
tt ''•»*>'/_ * f« a urrrnt .yy (/jural o>ndinon A_ r»*tu»m to fail employ merit would 
h.i_v»- ^ ! -.i.iM,.il.imji.Kt t»r. ihe |«iv**rt> rat e> vtf rron -aged men. However; it would 
f . t ri.iw 1 v.rv\ -uh-T,int:al jjnr:p,irl <«fi the a^'n^aie poverty rate because this* a^rbup 
Ti-]'tri--i'tA< ah iriiTt-a^iri^Ji nrnall |mrtiim of tht- total poverty pr4»uiat>ori and the low 
rV»~ fwviTii** jru Tfa^iM^; k harcj Itj r»- lu< e 

. . _ • f _ . ' ■ k ' " ri • 1 * _ V r '_ m _ r h_ s ? u n it k e 1 i > > rn . A e *u ti^l is 5) 1 1a 1 m ro;*d> 1 nt (>_ aggregate poyert y 
by nniuv m> f The ;>«)>eTT> rat»*> ol iht 1 i ^A rlv or n<»n ajced rm*n. j^row^th can cnly be an 
i-INstiM' *ir.ir*v> .if n<*n .i£ed Ve-tr>aie lnwt^t'd tw>U!^hoid% gain *uh»tamiatly from ili? 
; r»-a-« * i ri rri:irk"i-t dhi-imie. Wr remain f**^imi>lic thai t^onom K 1 grtmth per w* will 
^ t«.« 1 i.ir M nLpac t t^n ihnr >\ t rt > rale* (Kir jie^.imi^m i> based on the hmaJI 
ji. ur?v ie>iu. c xn i_xf# r»# nt-f-d bv uhi> d*nv»^af>hic ^roup during the hi^-lu growth 
1*1 vj ..t !h*> :'».<!> un-d e;<rlv j'/'/Tis 

j v .- di-T!n vraphb' ^'r ^up. wbji:^ |fy/*> continui^d incn-u.^. in M/e ovt*r the 
;"»T,.ii K.c'.priNrtJ ri j«_-r»-rn? of jMHeM> >fii»putaf kin in H*7t*; Jh* last year of cJ<*«e 
f.- faii 4"ii'|i!<<\ ro*-fi! Ttw-rt-I. i! farther ^vijlir (it'ttirt**?. in pi»vetiy are to be 
. 1. h- v*vi i tit > ^jii Kavy to t'n'fi^ j.*r/riv a> «i f***>ul^ oi decrea?«"d poverty among 
!v>f. a^.-v'ii It- h'.aU' hf.idid t.inohe*! 
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Mr SlAiiK Mr .Mnrotiiri*:. ^^>uUi you lifer to procv**d? 



S I \'I KMKST OK TIMOTin M. SMUKIMMi. \SS< K'lATK PKOFK>SoK 
OF Ht ONOMK S; AND MIRHtTOK: DIVISION OK SOi tAL Si K 

iu:sK\K< ii. rK\Tf;ri> ok n niM affairs ash a?*mis^tka- 

TIOS. \ SIS KkSITV i)\V I TAII 

Mr S\tKFI)iS<; . hatir. yoli. >ir 

I mu Mi.rr\ . tii.:f Mr ( 'arupUdl. arid his colli*:iKUt k .s havr left. I 
thujk i;t : -houui In : shi<*rt»>tt*ci in what I have to say Hrhv 

Mr St; <K rnlortuhateiy \\v art* j»Ometinu*S ^•quirt'd to bt^at 
:*a.i .»r tlint fniH'Urig*? at th»* sarin* time; Flelieve me, your testimo- 
r.'y 'I**- cet rvad and it has ah impact. I aj)ol6^i/.e for the serri- 
hl.iriv'r »d disinterest 

! ;ippr»viate your taking the tim** to be here and t>ear with us a* 
•Ar i:r\ through thi> 

Wh^ don't ><>u phk *»i in the manner that you dt*sire. 

Mr SsiFKiii\<; I \\.^*- f>een xsked to address the effect of alter- 
n T rri«M>iir» : s «d irk«iriie on jk)\erty. ..particularly as they mitiht 
[*\ir or: thr ht i'ht irurt';LM-s in the oiTlcial poverty fi^uft**; in the 
1 'rutHj State- 

\:\ my ipinion. tjirre are thr**e major items which aflei't the level 
id ;»»\» rtv in th*- l^hiU-iJ Sta te> that are not taken into account iri 
thr •»ftl»;»a! poverty n^un*^ In order of importance-, they are-: 
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FirM failure in tin hide impact of benefits from in-kind or 
":*L u !j! i *'» , > ihoirtii* translers such as l<*Ri starrijis. public housing, 
and medicaid in the incomes of the |>oor. 

Second, failure to subtract Federal and State income and payroll 
taxi \< \ h U tr}; co Mi j i i ijr i i i g i run > n jes t b j x > ve rt y I e ve I s . 

And third; 'he problem of cinder reporting, nonreportifltf, and 
hii>rejjoriihii of . iairvey income. 

' did a report t hat most of you haw seen lor the Census Bureau 
oh the ejjeci «>i m kind transfer benefits on powrty and that is 
^ummanmi in my prepared statement. I would say by themselves 
in kind tfatisfers are liable to reduce |H>yerty somewhere in the 
neighbor hood i)\ J."> to M) jnrrcenl below the official poverty. raU*s 
. ta\r> are something which are more important and I think 
oi par ii« filar importance to this committee j( we interpret the pqv- 
em liiie as tin expenditure needs standard, then fairness and com- 
mcHM'nM' just say that you are jioinn to have to subtract taxes 
f»lore v<»a figure .oat how much money people have to spend for 
iHvt-.SNirv lornmodit ies 

XiviirdLiiii: to sortie estimates I made in 1|>? 1 J, the poverty rate 
would have increased in that year by about * percent had we sub* 
tracti-d. Federal and State income taxes. The effevt is much bigger 
!<vda> . h»>« ever 

A- has been |H)inied out earlier, the Economic Recovery Act of 
v^l did not adju>t personal exemptions or the standard r<?dl*Ctidri 
to adjust tor erosion by inflation Ijow eitiiiers today who ari? near 
the pn\ert\ line are paying substantial amounts of tax. There is a 
Lirm anmunt of data in my paper that attest* to this. 

I cae>^ \;m could summarize it by saying, first of all. the social 
Mvunty pa>rol! taxes are a much heavier burden on low-income 
r.irjuTv than are inconie taxes Secondly, these tax burdens are not 
uistdMantial . . . . _ 

For instance, in VJ*2 a |>overty line family of four was liable for 
v ^*^ in income :>nd payroll taxes. The average food stamp benefits 
to that iamily t fiat year were a little less than which means 

Out oinv you add in h>od Mamps ,irid subtract out taxes, this 
tauuU i> >l*> w or e off. not better oil': 

The last pn/??!i ni is that of under reporting, which is a very diffi- 
v U It problem .Ur'fvillv, the Census Bureau does not believe in ad- 
lustinc f«T u; uk'f ^ portinp and you can understand why when you 
realize .tn^ir it is * ery difficult to figure but who is lying about 
what Hun f mud nnher people, have tried. There have been some 
studies iinuj other tlnihgs which seem to show* I would guesstimate, 
that the HFect of Wilder reporting is maybe to reduce poverty by 
about I-Ykm £\).f»'r<ci\ux 

Now. h i >\v fi i>-s this bea r u po h the rece h t i hcrease-s i n poverty 
that we have M-en* Wei L_ what has ha|)pehed from 19J11— the base 
v ear lor my census report— to _l!lS2 is that the relative numbers of 
female : head*-d families and elderly who are poor have_ fallen XfoTrt 
"1 tHTcent of the \M*)r roughly to about 4a percent. White jit the 
sime time '.tie relative. amount. of the official poor in Families with 
husbands. wives, and children hasjiseh _froni L j^uMl? j*iWrtt to 
about }«< percent: In fact, last year Mi percent cf the increase in 
poverU Iriirii I'.^l to was in husbahd : wife families. 



in 

1. single out these two groups for the_foijowj[tijg. reasons. If you 
look at tijese three adjusUuents; in-kind transfers; taxes and re- 
port mp, they have the biggest impacts in terms of reducing poverty 
fort he elderly and lor female heads. 

Oh the other hand, these three factors have the least effect on 
hasUuid wile families. Earnings are well reported Poor husband- 
wife families get many fewer in-kind benefits than ; poor female- 
headed families or poor elderly families. And pcm husband-wife 
families pay more in taxes. 

So when you put this aU together, these are the people ; husband- 
wife families; for whom you ate going to find the least impact for 
making these three adjustments. 

Now , what does this all add up to? In fact the Census Bureau is 
today updating this report that I did for Congress in 1979 to in- 
clude figures—arid when ttey do that, they are only adjusting 
for irvfcind L bt»nefits— whw they do tha*, I think the poverty rate 
that vou are going to see will be somewhere n round 10 or lOj/2 per- 
cent "after including only ih-kihd benefits. Once you also include 
the effect of taxes and under-reporting, 1 think the poverty rate in 
the tTnitecl States is going to be somewhere around S 1 /* to 9 per- 
cent _ - _ - — _ 

TSicri are a lot of policy implication in these figures. They say 
\h t >\ thv administration's statements ave correct, that in-kind bene- 
fit reduce povertv belr-v the oflldiii figures. Nobody ever doubted 
that. Hut they also say tnat you still have 20 million poor people in 
America evwn after you made al! these adjustments which were 
supposed to reduce poverty to zero. 

It says that taxes are important and are having a much larger 
impactful increasing poverty today. And it also says that poverty* 
anv way vou measure it— and this corroborates the statements of 
M«V>rs 'l>;inziger and Gottschalk— any way you measure it poverty 
in the United States is increasing and increasing at a rapid rate: 

Thank \<>u: 

Mr. Stakk. Thank you for your testimony. 
[The prepared statement follows:] 

I \\\ I SI* IN I'f Sx'IAl, S ' IKNCK K^KARCH ClKNTKR M )R PlBU« A VV A I RS AND A DM I S - 
MKAMoV r\IVKRSn\ OK VT\H 



I INITROIIUTION 

Mr Chaurman arwi ( bmmiftee Members; 

I Uavr b**-ri to address the effect of altmiate measure* »f income on pover- 

ty, part ^ularlv as they mi^ht bear bh the recent increases in the official proverty 
figures in tht- 1 S In njv opinion, there are three major item* which affect the level 
i»i (x>vrrt> in t^ L'nited [.lfta|« L^^.^..^ into account in the ofllCaS pover- 

ty !lfc;uri»s jn order of importance, they are: 

1 Failure to iiiclude_the_ impact of benefits from irvfeirtri or hoh'-moriey ihcowie 
transfers such as Food Stamp*, Public Housing, and Medicaid in the incomes 61 tfc«- 
{.iiMir. - - _ . 

2 Failure to subtract federal and state income and payroll taxes before comparing 
incomes f Vt provertv levels: — ___ _ 

if The problem" of u ndvr report irotf. non repomin«. and mis- reports*: of survey 
income - - . -— 

In this testimony I will first treat these shortcoming m this order, explaining rny 
♦^tjmates of their individual impacts on poverty Second. I will relate the** short- 
coming to trie recent changes in the official poverty Count: Finally; I will present 
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, .7? , . | [!'!' , . ,,N _ l, i nnp.it I of ihe.se adjustments on J he extent and trend in poverty 

tn the i'S 

13 AlVOl S TINi; M >K IN KIND HfcNKHTS, 1AXKS, AM) I N DKKKHi >K til S< ; 

H iv in^ lutiuireri th« r«v« nt ( * °nsus Bureau report tu Congress on the effect of in 
km I Ih nt tits on po\eri\ iSmi-edin^ I a **LV and having also written extensively on 
rha« c 'fin t I \ i\< uiij undt rri porting on |H>vert\ is well 'Smeedinj^L 1 4 *T> 1 3 *77 
• _ j v'^^P-'r^'K^ before _you today. 

- u*iH^ .itiJ in Ktnii thinners un<)_ \ssvss_itig_ Tht'tr Jmjxnt on }\n\r_ 

h V*y ri'|H»H »ii i < *or^rt>s ..tjesvrj|w'd Jiir»^L4ilTiTr>!t_.Ntra|iV)i7$.for. valuing in kind 
transfer* and develop?, the estimat iny pnK'etiun^ to mtplement them 

! . (hi- market Aajue.is equal to the. purchase iirtev.in tile private muffcyt of the 
K(h*U received b.y the recipient: v_.%^ the face value of foodL stamps; or thv- govern- 
ment. ■ o>t nt particular goods: eg t\\v insurance wilue of M«*dicare arid Nfoiicaid. 

J | hf recipient nr ca>h tHjaivalieHi value is the amount of cash that would make 
the recipient. just as well oft a* the in-kind transfer; it. therefore, reflt'Cis the recipi- 
ent \ j »v\ fi Valuation ot the benefit The recipient <jl cash tsjuivalerit value is usual! v 
less, thari the market \alue Kveh though cash equivalent value is the theoretically 
pri.*titrre(l measure, it i> quite difficult to est i hi ate, esj*viallv lot ri:<*dical care 

I he |»overt v budget share vahi* ,j > which is tied to the povertv ^ uuh pt . li/mits the 
\ ilu* J noising, or mednal transfers to the prupor* or * 1 income spent «H 
th*y iti r\> h\ persons at or mar the poverty I n* 1 in 1'* *hen in kind_lran_8- 
\ t > ut/v mm tu 1 1 It i>>umi> that in kimd transfers 1 e ~ vi the**" amounts are 
: ,] r •_' j V - (1 n ' ' 4 *.'■.*!« '! " 1 n i'J WVrt y slat us b* va uk* r > - ... a f one t y o j _K«od 
«• i! medical c.ire' d^'s not compensate for a deficient: • :tr «*her %wid u».r. hoas- 
■ ....... .. . _ . . . ... . . 

(j|ivau«»i: "f .t.he im^rtanee •>! niedical benejits. whiC. : •. tute over N\ percent of 
■■i«t' l«rt.al Hi.ii kvt vaiue nt m kiDd transfers, and htvaast <4 the problematic haturi* 
■t valuing the-*- U rirfit.s; thre** alternative defnintum^ o( in kind iK k rieflis to bt- ihf 
•: udttf as jjit-orih' Ht-re alM> preM'ntt»d Ln this rep*>rt. The>e delaiitinns were: fbtyi tired 
SoiistriLi alndc; housing and hii*dical care excluding ihstitutiorial care (nursing 

hom'e U-netlts. t ind Ux*\. housing, and mixluai care including invCitut ional care 1h 
>um »r>, tht re|^rt contains nine ira>]t alternative nea^uies of pt>vertv. each & 
U t i itiv* in -orp<y itin^ otu° of the thr*H valuation wtrate^ies and one of th^ ihn*e 
iU it jt >ns in Kind bent fits to In counted m income Each of thc^ 1 measurt *■ » 7 
!^'. l ,,rn L >anH ^ ^ Ml " P*> v crty rate hast'd on census muney ir\come - the ofllcval ft^ft; 
ii'v of povertx 

1 m' 0 I summarize thes»^ results It should Iw rcr»csd ^hat caiV ^f tjha^he (liflVrw; 
.v n ^ , *mv..-!v^liti_oris and vajuation strate^u^_ar*L separable. I'hvis it _i*ipo?iwMe to <n>rt)- 
i.* »".«■. tli»'m m any way that ..iK>Licvnia'ker*:.!iwm..rvi*TVi*nt. My first preference ias an 
tM>nunii>t_ w thr c;eJi_ eijuivalent value approach But cash equivalents are difficult 
to.nwa>ure Taking into account eas* k of estimation .and protming against medical 
|H»netlt "vervalaatiun. I wt>ald condune n mixture of all thre>- valuation strategies: 
the TtiarKrt value strategy for food bt-rU'tlta: rtx'ipien* or cash eipivaJeht valu*' for 
hnUMhS bt-nefiis; and (divert y ^'id^et shart' valu** < L*r niediCal rH-nefits. With rib 
other chan^es^ e >: tht>Se for tax**s or reporTifn^. it K^^atioh would have pr*s 
fiuctni a [iov*'rty rate of afsmt K*i percerii iri VJKiK a rvauctio*i of pervvrit from 
the "iitllcial" money income only jioverty rate of 41.1 ptTcehU arid very ci«se tb4he 
theoretii'.illv pr*'|erreii jM'rceht <>litaiht*cl by the cash equivalent approach The 
riiti<>ri.ile lor tHi'M* choicer can be explained in a few pafatftaph^. 

TABU 1 ALL PERSONS COMPARISON OF IHF NUMBER Of POOR AND POVERTY RATES USING 
ALTERNATIVE INCOME CONCEPTS 5ND VALUATION TECHNIQUES. 1979 
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7 ABU i tit f'iKSONS COMPARISON 01 1H! NUMBER Of RJOK a., . / FWERff RATES USING 
At TtRNATivi \mm mmm AND VALUATION TECHNIQUES. 1979 Continued 
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I>i3 n ujin ni »r 0 i^h t^|inv il< nt \ due of food st imps uind School Lumhi subsi 
die* is virtu 4 II v uh ntii il to l- * ir m irfct t \ jlut In nth< r *<irds ret ipie nt* *J* nd at 
U 1st i> i ail n ichhi irui sihml lunch* as th**** m n» fit* aflord In .part ic ular p<iod 
st 1 in J i> in % u u 1 { i \ i> & m * j u i.s 1 asl 1 Tlit lace v ^ 1 tit c o] Food St nm^ is a I w id y re 
l_ K 1 ~T\™\ 1 ■ } 1 h_V ^) _• A lK 'h . * M rrent IN > pulat ion Sj r vr y ( ( '! *S » and the market val Qe of 
N n<H> ' >u_bs»da\s are easijy calculated There is nn n\H*d in move to allertia- 

• \ Ju.it ion strategics in this case 

71 !«- .n.vipu'iit **r i ash nj-iivaletit value of public housing su Italics averag** Ml per- 
cent of th«-sr niitr.ki-t value; and ;i>er.'igi>s iiO j* r crhl of market \u\uv lor the iimest 
income Cmuj^ Thus .market value overstates U>e tru«' Welfare jcain, aw ??;< ;«»ured by 
th»- nvipieht v:ilue-ot Housing; subsidies, by a siit*tantuil amount Iri j.ulcuujing w- 

* ipu fit v i u« tn*ui upio-d it* inlorni itinn mi h^usinc * xn* ruptures amtttig rum 
public housing |mh income families is G i mvessitv 1 ►<< « .. n**u> Hvin la Annual Houv 
ri*, ^urv« \ pn vidrs tH n | tlx- d it I that »s n»^»d r d to , -sr-iU.Ov <hi-s< * -U 

m \U s .A rtvipi^rt \ ilu* ^ith i n ison ihW (L _^r**f (W ,iau * ., Th r i''rn*\u Hurv;*u \s 

1 1 'PA i)£ A '^^ _•_> . rv.p.i nivt_n<»dj> jnK.V_wh.ii' h i] I u 1 t.fc»«ir. i»> r^rr v u c^i t 
!?A S K .Jn ' ^A' A'-i^' A*] hniiMtwI _i_*\m»fits_thrn. market vaiut* v Hvt/Iv .<v-w»n£t«^ tj«i* i» ur 
^.•'U«»r.V..Hi»!P_ °l th*_ |>«ir. **hiU' a reaxinably good ♦•sfi.rf rKic^it»h{ v«jlu> iis 
a\ailahlr and .should hv umi! 

Mfriiiailcar*' is mui h mow ph»hU»niat jo Oh avrrao* ih^* r-> iv****r-»t Vriiu;- <^ SU^i- 
ran* and Miinc.iid.is only IT H j»>ivi*nt <M' thi- hiarkt-t \ulu»- l'VivH> \rnrhl'\ vd^; 1 
ov»Tstat*> tru«' Wi'll.iW &liris in 4His c_im- llowrvrr caU ulatiri^ tiv-iiurtH va!uc : v.s 
prohti'ttiatii' In addition th»- pnMvm <il wu*'thi«r or hoi t^ include Yt: *U-jW«Miul « nrw- 
rxjH tidiTiirt's in huniical lM«ri«*fati^ ri'inajris 

:* Us *_' <l} _ ,n *' ,r , ' , ! , l r _ 1 _ t,u ^ _ ril Ll r ^'A_ %il J u »'.- I)*' t_r__"i*_t_H iftn t _ 5 *f "_ jm«^d| u'ii I rii r _ 
V I U i d ♦ U nn nt hi ixs»»sMn^ thr imjkiii of in kind _b**_n« fits i>n p»vvit\\ 1 rU*** orf 
' s x K^t m *"^ il AA I n • '0 1^ <>* n hr u st'd to fw-_at__ h< mwt* < »_r to frrd tJh«*rv is 

■*.^^.»n>'t .dari^r oj.ji\t_;rxaiu;^tb«i_by a/w*i^ninK _n>»!djtaj _n*!tit»rit» at their market 
\ - 1 L u » ' -A r J> * or _t h4« jdr r j y _ For inst amr. at _i*u rrynt « 1 j ♦ ma r ket vaj ue* for 

:MH«>.s>r_'. vA»d M»-<: . aid U*neilL>. jhew_Houid \r> virtually no piiverty among the eld- 
trrj>.»rjnjjy^j.a|Mi^t_^ Ne* Vork. State iia»ed on theW fof-nefit* 'along ttlhile the 
nrunvnt v;»lu»' estimates. adjust (or tKis f>r«-J*J«un Jifid are tfwrefiife preferable to the 
market >a.|.ue appr.oai/h; they aw highly sjwjalative The poverty budget share a p 
pn»ai"h_ which -limits, the value .of rm^dli-al he?»* r* to the amount needed to fulfill an 
*»stimated fraction of the overall poverty butij^ s»««*rhs : to be *Ke betit chou-e 

U't me explain, why Viewed frohi a di He writ j^rspei'tive, the pbitrty line esti- 
mates, the. amount ol a f»*rs<>ri's basic human rie«'«a» ( Vrtain amounti aw impltcitlv 
hud^et*H_ for sjivific rief-ds.^i; , l<»od arid medical care, ir a person needs mow medi 
cal care than is huc_^et«ed. theiv js a prt>Wem i mith t»^e pwveri^ line needs fthaw for 
rhiH_ical care (>tri:r basit- m«ed> are hot ni*»t by eiee<*sive medical benefit*. A* KtK-fi. 
the |n>verty share appn>ai h gua^ls agamM the overvaluation problem and i* free of 
fhe recipient value estimation vagaries Moreover, the anti poverty eYTert of rra<dical 
transfers under this approach is exactly the same whether or not institutional Caw 
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t m • n * ■ ! 1 1 > . 1 i e 1 1 1 1 «_ j i !• i« * f S iin e 1 1 1« • | ut\ e rt \ _ j >u t s ha res h ii v i 1 < 1 1 ready Jut n cji 1 i ula ted . 
'I t- ..» ."Ample pi • ii r e to nnpU nicn!. this approach on an. .annua! b;iM_a In su/nma 
rv, ai. terms. «>!_ accural y in. measurement; fairne**, and effu rem v liibeitiR able. to 
i.i|')Jl> calculate the impact of in kind fiene.flti*. on ah annually lijjidatitl basis; thvjs 
combined l.rat»v\ Mi m> tht» most appropriate choiiv . - 

f'hi Ijvritnii 'ii <!/ i jxfs The current poveri> lira* if hiiMii oli the ratio lit" f<x>d 
t V jwhiiiUih"* to after tax irichiiie. hut Census hiohev income di*** hot subtract out 
'lir t.iirs pjjij hv lamiUcs fieforC determining their j*>vert; f status If we ihtrrpret 
Mir jioveitv I i tit* as aii exjirmhture needs standard, fairh**s> and common sense 
h in.u.d siii M ah adjustment You cant bu> the |>overt> bud*? *i with tax dollars Ac 
inidiii^hi iiiv tMihiates. suhtraYriru: federal income and pa \ roll tuxes Mould have 
■ lit te.iMii the income of many U»rderhne jxior families and thus would have in 
. :« a.M'd Hie _^>>.erty late by af>out A perient jn j Karher estimates Tor j:*72 and 
' } /i n *^. 4 >A'*T.\ , . K l ,, . , ! , A-^!?.. , .P poverty of *> t" 7 in'rvenl 1 

\1 ir ♦ >vt i » hi- }. .<■ \ L n mm mn>vr r\ and Tax AcLchKJ \' of !!* S J did not adjust |>er 
exemptions * ir the. standard, deduct ion uem bracket amount* to account for 
tJl'ir •■r«>f »n hv_ mfla.tion Sj nee _ t hese were I lu* two major pro^rnssivit.v feature 
wnu ft _pr evej i f « d mosi poor, families from paying federal income taxe* their i^no: 
r une by f-HTA r>>iip)ed with scheduled .Social Security payroll tax iniTeasev *ill 
rti i^intv th»* jf jju reas»j:i^ iitip.ut of |N*rs*aKil t;ixi»>» iii the fort^*i'f)U' future 

\ h<> _\\u •irisis!ft«i -y -.nil ^row in iiiip<jrtahce ovrt the next few yeahb JiaM^d oh rKi-iil 
♦r* tid^ in.pivertv I estimate that the impact of t*uhtraHiri^ iitate and finleral liubtrie 
e ; j.r« !! fi «fav*>." vX.)al»J jiHr*- *.-** the j?»yvfHv <oaht h\ »t lea.st It) p*-rc4'f^ 

Wfiiir t)iri»- !tfr ho n«n-nt • |m »e^t I ''T^Mfit nnati> of t he effet t of incoine u?;d {wirol. 1 
t n |h v t rt \ t » ilKununt ni\ a>»«rtion Tables J and ^ »u^e*»t the growing 

h'jrdtti >! t il* t tl uuiimi' and pa\roll taxi^ on po\*rt> fafiutu-h near the jine 1 !r 
I d' I* c. %m n i re the intomi tax threshold it he (eve! 0 *t ^fiiJih inronje taxer* 
' ■' X ' ' "A* ' [ V** ;t 1 » i d 1 1 r netj i n jki t u j t the KlTl ' » to the prj ye rt y 1 1 1 1 res; fiold tor a j ou f 
"^.'ti januU fWf^re the HO caine lj:to etfe..'. in 1 1*7-1. thetax le^ei wu> Kefveraljy 
U l. >\ hut close ti> thr jxivrriy .line _l_<ow iiuonu' fainil vs Mtth .earned income a> 
t jiejr pr ii. i. try iin aii> oi su^^iort _^ere I .liable lor _sinaii_an>ounts of mc*ime tax*»s 
All ••ar.nsnss.WfTr also subject to jiaynjll tax liahj|jt>; but payroll taxes were rela- 
T.vrL ! * i.i*»'Mit ■"» percent in 1^.0' When the KITH* Came Into etlert.i 1^7 ."h; the 
-m.ii. >sitt\e ir;cotfie tax .liabilities were hiore l>uih made up for bv V.ITt* hehefiU*- 
I'He iiicoihe level at which taxes vvere-due a> J! " i^rcent above the |M)VeHy level 
t >r f.itnilu-s *:ih Children during l!'7r f In fact, h»vause *»f KITt- refundability . 
;-f-;,^>;iie t.'\es U»-re -ilictually iie>;ativi- A |x»\«Tty line ihcohie levels However. a> tHe 
i-'i?*' s | ^.«^re»i*tj the - difle-ifri'hW- J>etwe- n tlie income level when- income taie* were 
i ; * ^ A tht j* vt rtv Inn deiriaiM*d ioi)>iatitly Th* last uurea.se m p»«r>«pn6il exen>p- 
?, nj» m<i the /♦ r > br.it.ktt amount t<*>ii pine in j'** 1 * Since 1*^ c tht income v/stl 
.i! wh;%h taves are itue ha> chan^«^i only ^hiiVitlv 1 flowi-ver. inflation ha> ^/ivi-n 
?l « y* Vf r\\ hn< ni rt a^ui^lv hi^hf r t«i the point w' ( rv a famiK of f nir * -Ai f*»v« r 
? >. J' r . ; e.»'arinn>'*» t h_is >ear. ev ij*. count I n^ Jhe KITV v* ui have nearly f j b i' of !'*der 
ajiv 'axabje i?)»;»«nie_\»-.xi year this amount wjll increaM' to $I,Vii> ljn d unje» w/flir 
. ItafVe- *rr madi 1 . in the difference will U* fj.-tl" 1 
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■ ' i#' 'i'i; t i ? *.tv»'*' .ihd.lh*. Irin-fii*' T;»x.t 'redtt. orJv I'jvroJI _»huh .ir»-_ «4uit*- j hit 

i-yZ&.' r -.y. j*:>*:rt> ; _ r .L'_ ' _ r?»'_ [•■>»■ I.-, than _.t f e in* t-a*»-t» »»-r»* n«_'t cnunU^d \" Iai#*T <»r nmrr 

'• T!wSe b'.AKd-'"* >tr: dj«- r th»* -?T^"t <•} «.1q^HIv l-m*»r in *ti- uii rate* ,m«i ?h» jr mi» 'a/tt >r 
KITt 



74' 



71 



UNI I ;' WVtk.Y IMS ftiK 4 I'lMSON I AMU If S mm M ISt WRfSHHOlD f0« A 

UlkWNIAMIlY. 19/0 8? Continued 



111 IV^JMtJ PWfrf* !Mlf 



til th^hcwl tntnvs 



iii.Jti«aaiJ_iU 
prod ot 



if > 

9 J ti.) 



7 *i/ 

. S /»/ 
1 S 8t>0 

If It* 
' 10 b|j 

■ ii ici 



in 

- 655 
I 133 
I.iUJ 

i lie 



tlM 
10? s 
93 0 

SM 

ti\ 



I,ifilf_ i ate.* the a-mount of income, pay roil:, and combined tafces that would 
In t f,i, lMr.l_.itr.Hl.il** tour, and six persons. *ith earning equal to the poverty 

.it tr.-rr: ! '♦t'j t Hi h lVv» These figures ^ brine out **everal important point* First 
i '! j»;tvr«'l! tax>> ,ir«- .« jiiiich heavier burden oh lb* income earneri than are 

!!!!';*: T .\* , *".V'^**.'.\ _! A*** . _*ir**_ nt,t K^n_tb«>^Kh_»* , ^•At« , 

r i: '.' n . l V. '.• 4X, " > Ar * 'K nor ^ i M H> * , 'rty line famjU °(.Lv*J? Jjahje .fcif JfH-W.in income 
. n»! p.i\ *■■»]! i.ixef hi !_•%' Average fo wl stumps benefit* for v. orkintf families, at ihis* 
•ruome l-'Vi'l U*t >i o U-s> than Thus* for this family, the net eP'-cl of 

*.ir*M- it: .1 t<**i st.Mti(»v -the in kirn! j-fo^rarri which they are most likely to benefit 
?f.»ni *»if^ t«« r'tiuvi- their n»-t ui.<w by Finally. *e note that combined income 
.it -i p.iwj.ll \.t\ r.ite** .ire hu:K r lor larger families, and that they have steadily in- 

! V • * *" . * 1 f 1 '■. * ' ! ' ' ~ . t '_' r 1 ■ L ! • 1 m 1 1 ! > * ! ♦'A' £ Ti > M I* S _ !_V a r !> I Hi X e a _T P* * ,r a nd_ near - pt *> r 
{ !• _n V» ! *'_ r X« l o«i..\ wh' 1 .ire eh^ihle for significant amounts of tax; the> can no 

"r;c«^ n»- lirr- Ttni 
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Sail 








\ C 1 1 ' 


1 ! »C1 








;i : H 






tOt 




i % 


;^ 






ill 


it? 


it,} 




* ? i 


>r ■ 






JtK 39.! 


<n 














?I1 


783 








953 


1 M9 


:+ i«N I*? 






SC3 


657 


4^ 'iHhi M. 












: 3;i 


i 4:c 




IMS 


* i 29 


M 


E : 


89 


93 




9€ 




10 1 


13 i 


is :cr 




ID] 


is r 


11 1 



K..^*-*- .A -j^-jrv. '-jf fir.rwf at- Ofji tt> flip jrrx_ Srtr »rfj«ar jc 'jfir» ; 



'75 



72 

• ' '« ■'•,'.•«"'.•' 1 i ' I in' liM.il iii.ij.>r ptohlriii with i urn ht jxnrrtv tSitiiiiiitt* im thrir 
' ' i" '•■ ir\< \ iii.nriii- iihitrri i jhirUti^ ('hi' rrjiort which I jirijiiintj fi»r 

" « < . - i- Uiirio.i i <J not fur this jiriihlrm UviiiiM< t lit- <*«nsus Huri-au d<** 

1 tt o m it o im>i:|i il 1» i ■« ihmiiij <m\ h r making sui fi nfjusttTH ntf* i> i urnntlv 
'V' ' ,n _V. -U 1 *' Htirt-.tij ! ak» -s a ^ »_■ r > _< i i ' 1 1 ■ 1 1 s i h [• ^ j m >>» i f u »n Still,. nvrnt. t-X|M*ri«*rKi' with 
'*■! ' l «f '«:'•'. i. ,,, | , ul.ithiri_Siir>r> . «A *I*S. J _ u|i« »n which povrrty i>shfnati* Hfv bas^l iridi- 
. ■ '-'"l* itM»ui prnvnf ut thr rnonr>_ mcomr iirtti *at>t s which. should have 

i ' * i-tn.ilU rr|n»itwl i-.i. h Mar* h Similar!* Hi kind- U 'hi-fi 1 r»« 
'i -f » if"l iniisi-.jiii.fiiU i n ki-hd in. ntiir. is - unt|»*rrt-|ii»rl*nj as -widl Kir instamr. 
; iKi'ii - ji-rii-nf <<t .ill Mi^lii.iiii U>rit*lu'i.iru^ and Vm\\ 77 jirrvi'ni o f f tjod 
' « i f tn pd |n r 4 >\, r in |as<i h W |th this anomilv 4 is (air lu 

i-k w!,; tt-'n r ijn i rtiMh liur* iii '.naki- .in_> a?ij_ti*um'Ul '.. 
r r -t f._» L ! »hr i— <>t lt«iw. tii.(l«*.il vyith munry irutmu- underreporting is Quit** 
. \ Wf. . .in ,ncr, Jt T oiiU ;» nut of %:\vr\ $|H is rr|W1i*d: this fi^un- differ* 
' - !■ ' «hU t>\ iru« >.!',•■ tipr Wagi* ;;ii(i sal ary i r it «>nit* is *.i>- porn-nt |*»*rf«%t . vshili' 

|- rr. .j fr iii>t. t ih*l jihifM-rtv i ri* i »rtii* amounts ar»* 7*> jfivro'rit <ir less of xhv 

' k i ' • ' • • 1 1 1 1 ! Oii.t if Ir H(h> iit iriiuiiir, i . mtr n M ur AKIX' htmi jit*. 

1 ' 1 'J L r . 1 "! ' '.' ' 1 1 ' 1 1 ! 1 1 11 s _ f 1 ! J N ' r J 1 n ^ ' V V .■ . r 1 J N ' r i. 1 r r h' " ! J > J-v»_-__« *f i ur* >n»» a> 

" • * * d_.■!j'* ,, ]_ N 1 .» ••!«:»■■ J r\ ■ r_ ..>p>tant.*\.Miii'_ r»\i:;j.i study >( Huxitvaa. 

11,1 " ' ! J V t.i^hfi "«sj_. lfu j, ,■,,!♦> t ji.it nusrrjmrt ih£ id AKIK ' a> vi'jii-f al its^ist 
'." ■ ' * : i -'.i}'p".rf !»• nmfr iiri:\al»M)t than riltirr uhdrf r§ pnrt jm^ dollar Un44)uiit.s 
^ ti.iir.i? n ■ u jhirT \f |X ' altui^Hhrr Momivit uf th<^»* rt^jrtth^ AKIK 1 in 
" «' ■ i'U i 1 ^ " |>* fnni t • • I m »r t « -<i if hi' i-iirrivt a itn hi lit Twi»iit> dim* j^rrrnt und«r 
- 03 f tMi Mint hv tn »\i i i^r i»j Jit ji» >u nt Sim jji Tivnt <»vi-rn'|x»r1*'d 
'_ '_' "J f 1 \ J ' V ' n 1 1 yVT • l £* M j ■ i 7. l M ' _ r > •_' ri _r 5' »'!■•*] > ' » * * __u | > " ' r>'|x_)rt *nj 
UlH ».i ti a« ii thr a^iirrc.itr fn-ni lirnark tiital ti»taii\ lKnor»*> knith nf 



I !■•• .«.».!•• ' * > <fi u.». m*. i k i too, stiv fi adjust ft .I'M i> lia"> not hinvH) rtiui'h b»>yoii<j t hi«s 
.» I» 1 ' » liin. iu |>i^itiori HovM-w-r. until undi'rr»|n trt ih^ adjust tr«'?it* 

• ■ -1 t i M> i r s J u fw tj :tu- » in to t i r »m h id* a of hnU rnui h dilft ri ny» 
: »c-s :.. t. id.iM I a j :c kit i. it tin ^sults of tin m vi raj riMarih W'forls 
' ' ' ■ > '_ • in ^ ■_ t " M _ (in d»'.MtjN>rtiri»: and tni-ri'jwi.-jin^ usm^i various 
'_«! i > ■ - :t..- i'.i it U.Ms.t mir >tud> ttliii'}: r<;r:-t'U T:<a!iNitJ tax and social 
.' \\ i.!!i;u v.' iti\.- *i. r«-(Nir;i'd sijrvi-% ..rrv- ,ii!M:2rtisi !'h»-M' studu*s 

« «i • !■ " fmii-rtx r ii Z iu. fh'fn i { J« rii'i-l fru sut h adjust- 
'••'** » ■ st rhj'"*. nj^-ii I Uiniiii ^uc.v tfi.it a jo jn-Kriit ri'duc 

■ ' ' * '■ thi- j* -vi rt % , l irna*fs |»rrs* i.l» \ ;n J ah!> i Hot U* !o*> far 



i; ha » * } h * M a > in i '%>\ v h m 

i- - i ' •■! 1 ■ r ■> r j»«>!* i.i ( '. iriirn-s-s. f \u- iifHi i il pi ait* v Kifr l!f7H 
N -! r| i-f H.i - n^". siradilv t".: linjK-r. i-ni ll^ih. 1 1 ii |M*r 
s • • .i v • ■' ^fi«-: ; i |a-? M-ar Smw ;if th.js jmivi-Hv inrri';iM< vsa> 
a , t- • ' ; ( -* [»» rs i «. in \ > it^ta r f» malt h* id**! f imi 

.«;d '»■::. a., /.»f ; • <t |s«\. • : \ \r| ,i> .| i ^rmiii t hi \ iUy \ in»tj f rnm. 

■ ■ ■ ■ '7 * t- 1 1 'M* t * • - r ; t in i:*^J. I' > Murrau «>i _ th»* <Vnsus. 
«. v "y.i- M»-«i :*v Hv a.nj-'n^.tfu' • l»i« r I \ 1- still .1 probU'fn though 
f. i 1 ■• ir 'i.r . fM-jji w,j Iri II ! fwri rf^t «4 thf fwn'r wi-rv ow-r ♦i.'i; 

» ;n • ■ f r :ir» i-Kii-rU 

. ■ »\ ^r.,;;^ .i.-f U^Tium- tfit-v .iri- tfa- (k '?" , 'U{'> uHj^s*' •>»rt\ status is 
■ :. iiiri.i !•■ |-;>n r> »■*,»". ;.-IU notfii.il tor. ti'hiTits ', li-.ist aftiiti-d h\ 
\r .,] '.t\r- iMt.niM iT»>r-j >>} th» ir irunrrn is from transft-r poumnU 1 . 

(1 f-\ r:a- and*_rr« j»»irtirii: l»»«tauM' thr tviM's of ini't)rtH' th*-> iv- 
- A' 1 :*' rr, 'l h:r _ tl _ tl ^_ ft" 1 '- 1 **!*' LtirkV'jn. kind and _und*-rrt»j)»»r1 

a \ .. r-. Tt-nd to i 'M* r.|Niv*-rt^ . and a small tax rjliyt ' which tiT._ds to 
f ^ • j ;>« |\ t hr k!r«iw;>s \*h<*s« |w a rrl >_ »T«lt u> uould undiTgo 

a- v* jr*! , n. j: l.*' *A*-n iht.-y. adjust merits rti.ldr Yart t_H<«> havt* shrunk 
fh-.r iri ::«7 «!i. IS ♦ juT^'ht in l'**J Who has tak«*n 
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. 1 would argue, that tii«* major increases, in |>over.ty experienced during the past 
four \ears h~a~\e heeii mpersufK adults but especially children; 1 1 v ing in traditional 
husband witt* fohidies. In Wi'.l these jvrsoris constituted about M?> percent of the 
piior. while t«xJ.v> they comprise almost 30 percent of the poor Between IWI and 

A?f^*?.?'.!*.*ni!: ,)v » _ r _] ii| L' *?!' the .it-vwi*** _ . > ri p^9_ r i* 1 * n^ >r, _^_ ^ I 1 ^^k- 1 ^ fl** • ^ iyivi»_ f ^Ai 

tii i hildren under )s living in traditional husband wife families Sixty percent of the 
increase in j*Hir families, last year was made. up of huKhund-w'ije mmij_ies. _ 

I single this group out tor precisely the opposite reason These. families are least 
lifc>*!v t*> l*» afUvt««d by in kind benefit* «because of ineligibility or low benefit 
amounts', rnost likely lii jkiv taxes, arid leas! likely to be atlectt»d by underreporting 
• Moth" Isnhg due tu the heavy reliance on heavily taxed but also well reported earned 
income in these families' 

For instance, tn l'.*sL! 1 J _7 fvitvnt uf all p«x>r households had at least one member 
w ho rtveiyed Uujd stamp U*n»-fit>. JXTCent lived in public housing, , andjW * per 
cent U*nefltt*j_ from Mi^icaid 'US Hy.reau, of _the IVnsu.s, iJiNttCr In constrasti __onjy 
.'in'^„ percvnt of poor hosbandwife families got food stamps.. only. i>.H gwercent. lived in 
public housing; and only ~7_0 percent were eligible lor Medicaid benefits The point 
is that the increasing numbers of jsior families of this type are least likely to be 
noticed by adjusting lor in kind income arid n'portihg, but most likely to be in- 
creased by adjusting tor taxes. Thus I would riot exjiect much of a reduction in pov- 
erty tor these families once the adjustment* are made. 

NIvrt-owT it i> ju-t this group of low ^ 
uioM ,td\ers«'j> altected by the Keagan administration's taxation and social policies; 
l%'**> individual* ar»- increasingly becoming poor because of recession induced job 
i<Ms and sub^HUieni decline* in earned income; because less than 40 percent of the 
unemployed ar»- cmertni by unemployment Insurance- today ia« compared to over 75 
ptT* eht during the I'.CT. ri\ i*ssibh i. r*"cause the I!*M KRTA did hot provide them 
with h'iuch. it aii\, overall direct tax reltvl <but as s»*eri above large effective tax iri- 
« rea*e* ; . and finally. I*vau>e cutbacks in Food Stamps and other social programs 
b«iye_ rno>t _aittvtt«d jwrin iseiy tjie*;Jow_ea_r^ 

j t _\ ou_ .t re w of 1 1 U • i nig w I io it _ i s that i> fal h njt t h rt > ug li the Keaga n _ sajet y n « »t . J hese 
ar»- thr truly mtth You ought to >pend some time in my old neighborhood in South 
liuJ!al»>: New York where major permanent shutdowns: in the steel and other htvvy 
,riilii-tr\ ha\e utterly d«*i*iniati a d the income tias*» of the neishbt>rhood Orice p w ocd 
union -let- 1 worker^ -ire deliieriritf H* 1 newspapers a day to t>ed th>< chlidr^ *>Jid 
•»,iw' H •■ hoii«4' 

i\ a si mmin<; I P 

|i renfaiii^.iii pat tht^r pw-vt * of mtormatK>n together to attempt fio update. 'he 
ifiijMtt o| in kind tii a nefits: tiiiie>; atid Lhconie anderre|x»rtins on tin* reeent im 
. ri-..tn' in |h-\ert\ tr«>ni the hiiist rK'eht i IVT'.'i estimates I should eniphrt*i?e that 
th;^- !'.♦*» J eMini.it«*^ have not been constructed <>M a mier<*lata l»4is»s All of the fig- 
•are* in 1 .ible 1 other than thoM* tor art' based oji w>phiM M^rti-d income hiicn^ 
data nnxirhng a_nd imputation pnuvdures As 1 understand it. the ( ehsus Ifurt'iiu is 
nt-ikin^ iin.HWt.to__ujMiate_ t*'' 1 *^^ L° JA'^«? * **^** n t^***' 1 
iht' n»:t ejieiii* < >t_ mom>e underreporting «nd taxes wjij nut t»e kmiwn 

| il»U' \ jridicaie> that p»»\ert> in the ( T _S i> <»n the nsfjevern after adjust ments 
t n in kind U neflt-.; underrefioriiii^ and taxes are carried iHJt I expect that the 
C eiisii^ update iif ni\ rejs>rt W ill show ari incri»as*' from about *:7 percent tu.the 10- 
l*» ' iM'Keht range, adjuring only fiir in kind btwfttis < measured at -their cash equiv- 
alent i;i!ue- and ignoring taxes and repnrWrtK pri>blefhs. as was the case with my 
••arjier r^jx iri Rei-erit cutbacks in i in kind transj»-r nicortie support systems and 
gr'tUing. nuriiritTs o[ . jsiiir husband wife families who benefit least from such pro- 
^raiTi- exp'ain thi*> irure.tse 

*Thj- njav.Ukr.an. Ai^. v.t « jt^re^. bul instead uj _ !, tr ,v V t WJ^^L!^ _im^i_ «if »«;kiiid 
\m fit- fil*_ r i* >^rt%_ it \*t.uld U* m.v it (fu- <»«a>.«Hi jme,%*rt ^vnl_vi*iAd m»>ve towards priHidinK 
.-%lmj^t»^ tt th^ »-i1«t "t in kind tr*hst#»f> on pnv*-rt> i»o Annual ^i*i^ 
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TABU i H ilci MALI Ul Pt RSONS WITH INCOMES BROW THE POVERTY LINE, 1965-82 

Adnata mourn ■ 

y^„ 

iMc* 1 census ^ a Tim. rart art 



\W Ul S3 

119 62 

H!8 11? 77 

M 118 U 

U'* 116 8? «i 

150 100 10b 15 93 



i-,' miJf_jfi»<*i_£Wi»tt nwfy 'fKomr By «tt.if fart me** *n<1 tavni *k«! twi^ it rfttff tatf«qu*S?nt taiuf Sit SflMrtNg 

.w.'i j.ht lift* ; iuw 

■: y« ;i<__» ^ri« ^_ _ , ^«i him iitiouv ivmvs-oI tti» Hi-MLr^t >6pulafiaH JtcpoHi 4»0 - - 

•Mh.nW jftiuNls <w«tt (wwv 'neon* lor uMteitfljnrtmt. >** *M4 (WOW trusters K lUnr u*fi equwJtent utat «id wNrat? 

w»'>< in: 'MH* !i«es i*» utj igr ;%b IS *t *\ 10 SrftMCC 4 li902tH 

x-v:e s d<>nv» <vm ft* o*M tJbuUttd trom the Survey of tcofowc Opportunity (tor i%b\ and vinous M*e* Currant 

In 197:* once adjustments for taxes and income un^rrefwrting were made as well, 
pov«*rt> !«•!! tu about *5 I percent: However I estimate that taxes lias a larger cover* 
ly increasing effect In 19*2 than in 1979. Thus, assuming that underreporting has as 
Mifetuhtial ah eftect in reducing poverty in 19*C a* in earlier studies, we t,t?U end 
up with a i*»_*«;Hy rate of somewhere around percent after all adjustments 

na Y e b*T n _ niade ... ._ 

Such a figure ha* far-reaching poLic^ Lmpjkatiofls. It says that the administration 
statement* are correct in that in kind benefit* reduce poverty 'below the official fig- 
urw This vas obvious all along. But what the administrate didn't tell us was 
that s-j an s *» to H O percent poverty rate means over 20 malliotn poor arid needy 
Americans, even .after counting these benefits, and b) thai tjit? poverty rate inclunt 
ihg in -Rind benefits, taxes, and reporting ad^ustmefots is now bigfier than ary year 
since 1 t+Til and is i hcreasihg at an even faster rate than is the official poverty »x>pu- 
L a ?A°" n ^a** 1 _>VM ?.y*t. hacl _ a .doubt America., st il j_ has aLjerious pwerty problem 
a "^ : .aJ.i_the_in-kind benefit rhetoric aside, that problem t» growing very rapidly. 

Thank you 
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Mr. Stakk. t'ould you please tell me about tint? project at the Uni- 
versity of Wisconsin? I>o you stick pretty much to classic economic 
research ? . . . _ ._ 

Mr. IJottsi'jiArJi. What we do ts look at the relationships be- 
tween unemployment, tH?onomic growth, transfers and poverty. We 
assume that relationships which held in the past will continue in 
the future. Basically we take Mr. Penner's chart and instead of 
talking our way through it, we use statistical techniques that try to 
uncover the relationship between poverty and the three key varia : 
bles 

The results seem to be very robust. We get the same results 
pretty much no matter how we do the study. I am always uncom- 
fortable making predictions, but I feel comfortabfle about these pro- 
jections 

Mr Stakk I don't know whether ^ny of you three saw the series 
last week in the Washington Post, but a reporter posed as an out- 
of-work, dowh-at-the-heels person in si soup kitchen shelter in 
Washington and got picked up by a labor contractor from South 
Carol- nu in a van along with 9 or 10 other guys, and was promised 
<W but Us a day for picking tomatoes; He ehroraicaled his experi- 
ence in t four-part series. t 

I suggest to Mr. Campbell, and jsM the other members of this 
ronimittee who say people don't want to work, to read the newspa- 
j* r ;uv.»tirit of these riien who went to South Carolina. Admittedly, 
one guy wanted to leed h : s wine habit. However, another guy 
wanted ;i better apartment to move out of the slum that he was 
keeping his wife and child in. - 

But i He absolute tragedy of their being locked ihtb_thisl|»yerty 
^vsUni is hard to imagine for those of as w M ho have the good for- 
tune rif backgrounds *hat provided education and food. 

I wish we cbulrj Und a way to end the cycle % c*f poverty in this 
count ry: But as Br Penner said, even if we cbula get rid of the MX 
niiiwilre and spend the ; M> _bUliDn to clo^^he gap, we don't know 
hose to solve the brig-term problem JO?jx»verty; 

Tf »re is an duration process off people learning how- to spend 
moinev- and ho* to waste money; Kids have to learn that with al- 
lowances. I guess people who never had money have to learn what 
to do when money runs out and the month still has 2j§weks io-igq: 

1 doit fl know, hc>w do yba lemrn that? I dbn'i know if we cam ieg- 
isiate tliat, but Ihaye jLhuncjh that we are going to wake Up arid 
expend the resources someday. I don't mean to say tiimt $50 billion 
is insignificant, but between Mr Pickle and myself, we are going to 
find out how- to get that out of the tax cheats: 

Now, Jf we can transfer sorme of that from the tax cheats to the 
soiled welfare cheats, we woiuld at least make a step in the right 
dnwikm: _ _ 

If any of you have any su^estiens, I arni ssire that fcFsia commit- 
tee would welcome them: 




H(pw do wv. *jit-rv;; v v^Mi t-HlrieiitLy? What do we do'* 1 don't 
know where that ; ^. -rcH i> being conducted. 

^MKr siiNi • uy » tiling ateiU that. It tlirns out that 
ari -awful Ict.fvi *>verty in thus county is amcemrafUsi; even 
•»- t ^.r ? VV-..^"--"^" if' ■Uritl transfers in t ft* deep South, 

Me >i Cvh Yitui is a state of mind; you are saying? 

\1r\ SMKMiisj;. That is a state ^f fact. It is there. If you look at 
the vharactt'ristics of the l}\ States that Have the highest poverty 
rates, you will find that none of them raive the AFIXVuP pro- 
gram. None of them supplement SSI. Very low percentages of the 
jMh»r there receive benefits from medicaid, food stamps, and other 
programs. 

Mr Si ark. Iligh>t jKTcerUage of church attendance? 

Mr Smukpin*;. 1 would suppose so. But if you were to bring 
AFIX' and i^)d stamps combined to a national minimum of; let's 
say. two-thirds to three-quarters of the poverty line, I think that 
would have a big impact on those people in those areas, L including 
t he_reniai hi hg elderly poor anc; Female heads of households. 

Mr SrAKK Dui it ever occur to you that some of the people in 
those States might want to keep people dependent because i* keeps 
diimest i' and family. Help readily available? 

Mr w mkmmn<;. It has occurred to me. 

Mr Stark. In ("aliforma we have unions; 

Mr SMKKoiN<;, In Utah we dorft have any unions. But ethers 
have argued that exact point that you are making now. 

Mr. Stark Have you ca leu latin! any figures to separate those Vi 
from the more Humane States oi Texas, New York. Califor- 
nia. IVnnsvjvania. Illinois and Wisconsin? 

I Jo t he figures change drastically wfieu vou separate out these 
States? 

Mr Smkwhm;: Yes. once you include in-kin>j benefits and sepa- 
rate these States out you find there is a much lesser impact of in- 
kind benefits in most of the Southern States. 

There are some tables I Jhave done for the Urban Institute that 
relate to this proven? and 1 would he glad to H_. r -J.-* the committee 
with them. 

Mr. Stark. Thank you. 

For the record, I would like to ask each . v J \f ym would just 
submit tor the record, unless you have v qzkk iWiwt; of when you 
think the rate will cet down to 1 1,4 percent under bur present pro- 
grafts and practices. 

Professor (iottschalk mentkmed that pretransfcr income is be- 
corning much mo**' ungual. What should our response be to that? 

Mr Danziukp: The importance of the pretransfer issue is to 
show that increasing Government transfers have hot been wasted. 
A tf <x ** analog* is running harder to stay in place. 

The pretransfer series shows that through when in-kircd 

and cash transfers were increasing, the ahiipoverty eflectiwness, 
as measured by the difference between pretrjinsfef poverty and 
poverty after transfers was afoo increasing. As we have cut back 
transfers, the percentage of the pretransfer poor taken oui of pov- 
erty has also declined: Thus, the benefits by and targe are going to 
the poor and are having ah ahtipov**rty impact. 

6u 
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We :>ro/e<ieii pove.rtv* 'it only 1? years to 1983 and 1U84 because 
\\e have <ietail<\l nil km! pr< Jei lions c! ewriomic variables only for 
t hose years. Yo , h;ive to tell a story about sustained economic 
grout ti for a relatively long period of o or <! more years and unem- 
ployment rates getting back down to ti percent before poverty fafjs 
hac k to the hi?*. U \:«»|; But J would caution nonetheless, you still 
have relative to thi T.HMIs a harder population that is left. _ 

Mr Stakk. Can you tell me hi that looking glass we just walked 
through of that <)-|>ercent unemployment and sustained economic 
growth, how we are going to do that with everiricreasirig income 
taxes and ever -increasing military expenditures? 

Mr I)anzk;kk. I don't think you are going to get there and 1 that 
is why we used official projections which are there only two yeans 
out. 

I don't know what spending pattern you would nave id project to 
have /hat. 
Mr; Stakk Thank vou: 
Mr Pickle. 

Mr PirKi.K. <iVntlemen, we have heard from witnesses this morn- 
ing [Mtinting out that we have aM increase in the4»verty rate and 
it is obvious there is a disparity in this country. The rich are get- 
ting richer and the poor are getting poorer. You haw given us 
some statistics that show this is the trend, and you are knowledge- 
able in that livid. 

Now. my question to you, if any o* you want to respond, is, what 
do we do about it? 

i accept your analysis and I don't know that I am prepared to 
argue with any of your findings or your analyses, but the question 
i>.. what do we do about it? What does Congress do about it? 

The question is, are wt rt*sjx>risible? And if so, have we, through 
our po'icie*.: brought about this increased poverty? What are we 
going to do about it? 

The jxiverty level now is nearly $10,000. To & jot of people in the 
country, that does not sound very poverty-like, 

Whether it is a got^ ll^ure or not, rather than i just increasing it 
or lowering it depending on the trend, what do we do about it? IT 
you were in Congress, what would you recommend? 

Now, thai may be an unfair question to you, but this is what we 
ruive to end up with here; 

Mr IJAN/iiiKR. I think you have a successful model in SSI where 
you have a program available to all the elderly who have income 
and assets below a certain line. That issue For the rionelderly poor 
is addressed in Dr. Penrier's testimony in^ terms of providing a rilin- 
it level of bt^niofits in AFDC and a mandating of AFDCUP For 
States. 

Mr. PkkLk. And, in effect, it would increase the AFDC and SSI? 

Mr; Banzkikr, It would make AFDC look more like SSI in terms 
of eligibility levels arid benefit ^ standards^ 

Mr. ( kjttsth a ijc . I think you can^t forget the role of the business 
cvcle and economic growth bri poverty. The fact is that we won't 
Set back to the 11 : or 12-percerit range unless we can get unem- 
piloyment levels-down; 

Mr. Pickle. Unless we do what? 



8±-d 



78 



.„Mt ^•!!! rn *! ll *_ l . : * - _ J^i** 1 JS*?*.. Mf>?i*>pl<lytn*nt rates much 
lower; arid ! think thai is going to take a much more serious look 
at training programs than we are currency doing. I think we have 
h asiai J'> % oni * ^f^.^!fL.^^}^J^W^^\ rates tp high uvw?r>i^iov- 
riient rates, and something has to be done about that. 

Mr Smkkmni;. I basically would a^m- with that. Mr Pickl. We 
have to get certain people back to work who don't have jobs who 
have fallen through the safety net; They don't berr^it from a lot of 
in kind programs. 

Thilt it* |Ri of t he cyclical phenomenon, but you have to realize 
Mr. Danziger's point that two-thirds of th*» poor, maybe only (10 
percent today, are people who we don't expect to make it on earned 
ir l cons ^ ^[P 11 ** T^ey ^e single parent families wi; h pre-school chil- 
dren or they are agvd and disabled and for those people it is going 
to take a grater effort in terms of spending more money on them 
though AFDC of SSI or food stamps or some combination of them 
toiiring them out of poverty. That is St. 

Mr Picklk .Well; _ in my part of the country, we would say 
thanks (or nothing. I don't mean that facetiously. Of coarse, we 
would have to lower the uriempioyment rate and adjust the SSI 
and AF1X\ but more fundamentally, what do we do specifically in 
terms of things that might cause this? That is what we have to ask 
ourselves That is run your role. I accept that. 

But 1 say to you and all the other witnesses coming up that it is 
helpful to analyze this, but after thai, whit do we do? Perhaps we 
ought to analyze it first, so I am riot arguing the point. 

Mr. Smjkemng. That is one other thing we should mention, sjr, 
arid that is something that is very particular to this committee and 
that _.!* '^}\\.9fAl^}^tM»y^ burden of income taxes. We are 
hot talking about elderH\;q>ct female head of families because most 
of their income is in the form of nontaxable transfers: We^re talk- 
ing about the guy that rriakes $i! an hour, $10,000 a year, Thai guy 
is paying over $!MH> in income and payroll taxes^Ttet is a big 
chunk of his income, more than he gets in food stamps: He is prob- 
ably not eligible for medicaid either. 

i)nhv percent of the poor husband and wife families have ariy 
eligibility for medicaid. They are not living in public housing; only 
*?.l* r ?* 8 l? _P_f A^erri live in public housing. I understand the problem 
of high marginal tax rates in the middle iriOTme bracked, but let's 
close a few loopholes and let's give some tax relief to people, jouv 
earners who are near the poverty line. That is something that your 
committee specifically can address itself to. 

Mr. [*i( kLK. Well, the Congress^ has attempted to lower the tax 
.^Mrdtil ort the very low income people. In the last 10 years I know 
we have made very valiant efforts to do that. We still have a great 
disparity, arid the Congress is looking for some kind of answer. 
That is hot your responsibility. 

I pose that to i_ypu and I any paneHhaj foljqws^ j am glad [ to have 
this analysis. I am glad to walk through it and probably accept the 
findings, but still we have to find out what to do about it. 
I thank you very much, and we appreciate your testimony. 
Mr. SwEKbiNc. Thank ybu. 
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r if \ trht r jin^nuT i«»t jtrm ('art : that 
.\ »»*r- <:;vLn Standard rviirvitu-ht in>iir- 
•^.♦-du .,;:<-. ut'fr d«*M^ r n<*d with n-.uch mon- 
■:t. ir.ind Thi>M>_airi-d Anit-rican> HirtU 
!•. t fi« rn . i-nwivd in nnji-r Id 

. 1 1 . <ii ; \\ i t f i / ■ u i 

:: ( i»-nrpi;j.n^ and :^ inK :Vna r ; 
. ._.a?'i:tn^ i-iiiirrjii iif t lit- family _I 
.. ;••<: r h r-t • ^rnt-rat i< in- T< da » > rtiv>b ;u- 
j r r i « h!.>!«^ . «raru:|?arrnt.. Ii !> now t h«- nilr; 
»ii f' r i»id»'r ;w-<jpl** to maintain si'paratr 
! 1«uitj Tfif-f ir'ii'iw'fidi-nt houM hnjd*» an* 
jrr. in^'rrnrnt- t>i./iya! of i-arlici ijriadi'N 
\ -t^rnih an! incr^uM- ?n jkhitIv ar umu 
fhi- M ; v»T.i! _' l < , .4r> Si»\vral facforis ijrr 
!tiiM-f in ]h> vt'ttf iif jjf.jrk ni<-ri in th*' civil 
?h ( ' iM!»^«>r> «»l tjjH-rat^rh a>>«'mhiv 
it^i- <H < ijp.il havi' Ihm'M n>n i>I >ijM't'j)t i : 
'<r - md -rn.ftural ihariRi^ in th<* ctono 

iru M'.i-'iMi; r uui'nt rat i« ui of thr y>/K>r in 
f ■.| : . R u irr,-»-:i N vcn!\ j.HT.ii iit .. ' Hlark 
Ni'iidi'd l-'> ^ornrri anrf th<- numfwr of 



fu»u-i Mi ia- hiad^ >iu -A.imi'h in t H»« • b * eommuuuty is rising dra- 
maiuafi.v 

The iirv, pi>or The concept of the he-* §>oor Has rtxvned much 
attention of late The idea is based oil a fundamental reordering of 
the American economy in w :ch the traditional manufacturing sec- 
toiri* iit\i' v. ay to >uch highly technical ehierpris^i- 

In i>«*i_ir^ia. U-xiile workers arid those involved in the manufac- 
turing ot carpets are at risk in this way: Textiles present an exceK 
lent t'v.jmjtl:' Synthetic '., new processing tecliiiiques and foreign 
competition have U-i to a M'fwjus decline in the tnidjtionaj textile 
industry f?eorj:i!t V textile fir n is are smalltown affairs from which 
the *amt- tam»!>\*> have supplied workers for generations. plants 
» i»>-i« jns/ple rhuM relocate and retrain themselves or suffer depri- 

The [jijtnjd .u> of public as>i>t;*ace. tht* Omnibus Budget Reconcil- 
tatiiiri.Ait of and the Tax Equity and Fiscal Responsibility Act 
«il ''^2 reduced the distance available to poor ttottrpiurcs. Within 
a ;*\ir «>j ihr ?.ni{!iit'fiu»ni;ation of the Omnibus IfcxinciJiaiion Act 
tt^ul.uiiMf)- in io-ortfia. I ir.dvvidu>»|s lost AFDC benefits; 
jm.inh') uth» r- received reduced benefits; 12.<H») footi sramp house- 
hold- io-t heiit'ilts i\\ the same period 

Silica that .time, the number of indiYHfaiais receiving assistance 
ha* increased due largely to the i hi pact ill/ unempUAm*»nt In May 
the average aid to families with depend? U children payment 
icvr an widivuf w;i> per month The average family pay- 

ment Ua> >l_7a ^7 prr month. 

Ktttvti\e July j'Kt, the maximum monthly benefit for a mother 
u itfii one child i- S i |*-r month A mother with two children, 
«. r month, ami a mother with three children. per month. 

Thev- p.i\h> ni> rhav l>e >utijiiemented with food stamps ;;nd medic- 
aid 

.'Hie [M-rMin mak i : ma v nnum use of these programs will (riot tr 
able t i provide an adequate living f;»r herself and her children. A 
tahuU oi t h re* r eeeivinp maximum Aid to fai-nib?** with dependent 
children beheiui.- and a rtMvimu;^ .uod stamp allotment will re- 
ceive in c H and benefit*. " v '2 percent of the Bureau of tabor Sta- 
ti*tk>' ■ ;»v -f level budge' lor a faniiJy of three, 

1 lie inadequacy lit tHi> assistance is nu^hifjed by fhn* scarcity o' 
hou^ii^ -uh>iHu> Fewer than tin* <n four of <tiHirk r tas A FIX* r*^ 
C'piehfs live ji subsidized housing 

And i'maiiy. the increase in poverty that has cJiaracleri/t^d the 
jiaV year* \> only in part a h'sult of navi-inn. It is also due to 
Mii-Kii and economic trend* that show every s;^n of ontinuin^. 

Women; j 'nMren. hliu ks, and lb 1 iip-d ure very vulnerable to the 
trenrl> tV * have (Ii^usmn-J .o#»r s inade re^ardin^ public as- 
Sistah-i-e j; I'l ims arid others which impact on ihe>e groups should 
he made w I: a lull iiodcTstahdiriK* »f hafiire of fMiverty t<jday 
atid tn t'» : ; .Mire 

ThaoK v ,/U veiy miich 

'"k-nrnuin Ran<;>i: Thank Ms Johtison 
,11 e jire'jwire'ij statement fi. aws | 
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W it- i\ l >ii< «.\ I'm I) . Hikfrj-tiii/i, [)ivi>io% anu 

s » i-V *- i 4 i» i-ii, i t \ It»i «h iM> NT tit Jit .it AN Rk^/U irfc> 
IN flH <"I U'*N 

•._>•: .m.j < ■.;r^r.»^?rt*ar. KnM: it i>ari rv»n«>r t<i a<Mf»*>> th:> *4*viai 

■ i-*- iri jww-rlv ii* *-\ji|' r#* i"au-»al lai'tor**. Suirh a >^Jt>j>ct dt*- 

t - - .iK.'i -« r U'" rll -u^ri? I.l.i- m^n> riviovi hii'u^' 
r:\ iri tai-ijvi. ,ir i aiit-mji ii» ,uv f.ht> r»j» nrniv * .mm tb*^ 
f. h ..»f .ittf. : if Vhn i n .in^ SI_irr\i*_tit thi> prr>»*n.tiit«>ri imGI 

' '"'.•./V':!''.. 'i'! r '^ \ ffl . 1,1 r,,u li *;H a.N provide a 

i '*-- Trait (I J *f. 1 1 ,v i i» t rryt' r- I lit- . t Javt' r?\ m j 



|OV*K'Ii • 'N THh fcl>* *»,\IN 

V 2*\ i- r vt ir» |>»tt rt\ r# i r rii it> ( am«m p»ur c dur.m* tfit- 

< • ' ' i ' 4 3 " i i s ilK in tsi sfsi rrM**' u 1 im r< t.-*fj >i*:niiiv in! U dumrv 
• \ <_ !;• * th*- i 1 ri dmi* !. » • ;*n>nt irf _<to»r^ui f..»ni ,i*> vm ♦ 

■ • • ■!«•_••! J'm tw. .-n r r>- ;'♦*■•» i» f)HU» .ui-j thr jvr»-r^.t, tKtHj.«vin<i> uf ^<#fk 
• ' : ; ■ 1 ' V ' ' * . ! ' * "_. \.': •/* 1 L . -«rK _ir 1 1 << ■ t a n o * rjc . »V \ tj.jv . a nd_ t ar i n<iu**t r ir>_ 
• • : ■ • i ■ ■ r* . » . f r« .! j{ ;r.ir» tti h' ij 1 ; i l\it_ \\jr St.itr* and ^i^mu*-! i cunriude* that 

•• *►"».« t ' ■■ . ■■»»■»■'!'. t'i % L af .•;»!"« ytrhiri*; th»- l»*vrl «»1 (m\«*rt> u'hu h rnp>»r'. 

• .. > w *.'.«■ !,r-f .ir :i , r hi>t'rt> [ •t_*_v r ra_nj." U^an 

N' • w f. f: : '» ji >rru:fi^ find i*« t hr* *ii>f -Tof* >tl J* »rv-ifr* itli'lvii.**- ijj fntvi*rt\ ,*tri««r^ f 
' i f. k'.f r. r. #. k f.iniii.*^. (Mtti.-jularU anvoriZ! t*i#- >4tun^r iiiiM th* 1 a^rt-H and vii>- 
* ! I? • r<f:.ifi.i«i.tn ac iir;-: th«- f*>«)f_ari<1 r:*: i, 1 m.:»onts ^r»Kij>t» in X\ir iafiiir 

; k -« " h i» -i t*- h tri . a i\ I'vfitnfvutKi tn I i> that thr im* ^rtKiffr 0 Jr»* (ii>>pff'i> 
• ' * -»l «• ♦ v ' h ■ r ♦ *i I .i?!j-Wi^ jt*«»r . -. 
^ f 7 • jUm.! '-1^' vo runn t \ nh pr *i»r >ui h a i> Aui t--? f ^ di»-> with T5c^ 

■' h *>: i m '.;-***.__•»* m t« i 'I ihr- |mn r an* U^ii-'f ahl»' !o n th** h.'i>K" nf*t*»j of 
? r T i • • ! . i 4 s« i . v ; i i«* j ) f, j r< ;. h ill i >f ih< |*tof n<rr i m :>m \ j»utli 
■ ! " v ■ .' " '.*"'*:• n *.« v r ' _ } ? ! • " 1 ' ' i . . 4 *i 1 t * k nfi«<l* uf t h -■ jmt for? u n t v ' • f , U|?h _f c» 
. . , ^ a » " • t . » ■; • v \ ■ i ".j * • t . ■ |\ . > r v ; > j » f I it ..j; h t . i i> »u I V»i > : . a_ . r< , . > u t n ** fvdt • r^i 1 _ rnf u la _t_*< >o?» . 
»".'••■ ' { ? • ' - ' » • : • - 1 . * ^ r _ t i »■ pi<_»\ j r» ■ r • . t r'o ! I >_ (■ £ »«n i nl ]r (T1»*ti 1 pr»_»i;ra rti.s 
> • V # '■ fc V' t . 1 i > 1_ St . i » t r ( r- . |» m \ \ * n^* miWiri > 1 ;i rn 1 1 ii* * ;* ; t hi >u f _ a n v ca>h ; 
»» : i ■•-..»-•. .- ". i_n. M*i-' <*t thw-n, *frt' t'he"_nnurmn;ili> r-n-jploy*^ v^h<^ i*arn- 

* h. >_ «4uaW/i»fi.ltjr auj p_r>"f t*t tfe" - n<-> T«--.. i|Jat>»'ifj«» Thtn •A•T• , 

J * .. » . ■»" .^i v»rtf Cliif*t-i.! In flrufimi 1 thiwf ttav oOt of fKnw«>r1> h>'t*jf** 

■ »• - -i t'-,.- sy-li-fii aft»*r l«*M»tr:^ ,j|t aLx-j^tariii' 

^ ' »■ if m av •- ii* i.iht*<J. uri»- thiiii!' i- ^ri.iifj th** a^tirri fa<>«^ oif |ii)\f*Tty in 
:» " j ' tr. fnw :r.'.,. it ui WurTTnr^ r it» • j\j|«^r vull • «rUt\ t hf fti^uJiiant 
i* ' - f - h thai I i^t iri^i rrr? tin ^ r »l- f ^ nl /r m ». it t v ?<» th< jk'V -tv 
• i i vs i ttMr»-- : liiii^'rlvirijz m ^nr^ . Jt !h»* ini ri-a>** \W^> riiinifirT oi ':a«\ 



: t 



5 <'*<! f» v u t > - j r f»a I tit ii i n t r»K im rt iHt n\ 1* " "iln r of }**«»r |nT- 

• ? F. i *• i f I ff lit j NJ ir** I** •»ir*-_j.|\ nilit- ta» the; rvnT-?»Mr/fl It J.* |tT»l*ir 

* ii * t ..i it »■■■■! ii-! t\,» t *h,»t i; i t [\ri !k orf tl)* tvononni_<1< , »ii*fit» > f h 

a* r» .ir r i ^>,.ir ft .M.iiritin !fi M»f* Mj.iv t'ofiliriur t*r-\ t vruJ th*' S'«nu' hayns! tor fn'.!Hf?r" ■ 

.'iVt-M 

i fi. Vi -« s I'.ifi'f >'i<1 h> n>H»i! Vif>* rn t^)«*> m^il _rn!i*s of I !.»T^ afM 

!■ Ii f\1* Mil mfi.i .v_ ! •! hl«'»s*ii o;._>rnifuit itjm- mi sh:ir<ii *ojr.t> loatun** of 

;.»( • ,.■>!- r.i i ih«» ,n if? .Mii^ivf <*r; t tie »f _ A- 1 * : fi iviifc-t fin rt^l A ft ir f ic'^iV rfit^ 
v < ' ♦ 'V'i' ...»'/rfi»* _^ufNr*it .<Ii>pnn|HLfJ 'Mitiiti'h. Hi Hi** 'Ti«if. .AWf*rii«> hliS« t;»*. 
•a - »rw» i. i li.iMh i an- ! flu* u tjn. .»n. i h> twn.? of f HrW's ta>.< Hq** to V-mir 1i*rh* 

j» itlfffj* »»t rlin jr,.j? m »fj atiij jifgliS ' :ii: ij.n-v^^•M , sih^UHl '>tjt i:ir >|»n iiil h;irri*hijw- 
Jiirif»>* tti<- r»t» sM'>h. lU !!*m» .O 2 j^'rii-*' " Ann ra a ^ hlii» "*iri' tr>" ritivrr 

ti f» vi*l «ii«J in tt.r f*«:.v,-rtv rat<'_t • HlarR^ haH hmvi iii :{r,i, j»*Kt'tu- : ti li'h 

|» ri i iit ~i fiiat l»ro»v,HI ovt-r 1 T rri* i I i« it i hfiorr l>t,uk> into jwrvfrlv In 

tfit-ri *i ♦ itii •t- tiiiriilrKt fft iij^ii'siil ri)«»rt' fariii i lv < i«>J««i1 h> wi'Trirri ^'j<m t*w» jiov 

l( r ,t<f ; - ,r\i-r tfn-M "t u ♦ i (iiH7< «ilt vrar* (n (MTivi-nt^f t«t. >n rh*p olrtW A rtw rn-a ns* 
!>,»:■ t » tic r ii thi lit t h mi ut\* rnpiu\ in* nl ii m s not tmpit I _/>tir»ni j*fis*onH iirv, 
i n t j »fi»- » *>. ri^ -t intliitn n in i hut ^To*»tlii in ihf ^uniluT «rl rttirnj Amuri 



i., a ?• j t , , ,!.-.. ! . t: > ?i i r...::ifirr ■? *r.«. v«f 

- \«\ • •;, ..» ! i \.-« ', r .' ij... ..I ! ; .!]r i •!:..*]" f^i" 

{».;. ' i : •}■..- r- . >: :ij lii-.i^.i <it 1 '<f--'i f--.:ii ; *>■ riilti'nUl f^i!!iTTi ;•: >/-\ 

,'r (l H if 1 \ r~* r.. t -. \ 'lit-r.i :r. ' ■t^irvi.i i.iy i ijjiiiw- ii> «^-\i-r** :«• ii 

■• n.w ..r rvjrii.r <ir»r^:.i* ^r.«-r!i^j;. ifr.rni .*.»:♦■ hrii-f t-i.i-»-tji«d i»rU-:.! 

I J i*.v' [' ; »r rl'j.r J .4? UJ?N t "» II VS. So f fht p.irir^f t! Uli ? v :-> 

' t a i « *: r jf <!,4tf. flr T >*_'' ti-.< pr^-rst f hoo>ar.d> u! j io-.T 

- ; ■ , > IV , . ,!...,». t» i.J •. *.t*ir:v^_..rMii^-!i Si..^ij>. !tj>J:lt- 
a rh- r» ■•■ ! '!•:.♦-*■ r»v ^ - * ..j'|*.f 'u-!r^ 1 tv»*>«_' .lr^**«n:M_a5 >!v.1u>_ 

= j : __ j^-j (i-ii . : Us tt ...j ii^U: ■' ^l^IU^l T h ?>._. T Tt*-' I «*! 

•}.; ». - • .^i. . ii?.ji:;*. is* !?:::n;;!:i;t;:rirv . »'?:ifr-.i.»f ih**** ir;d;i> 

'» r..r i - r n. ,!.;tir^ ! t.r^i ■* . r Ki f - f ii • • r Kt- -i i-v * v 1 r«!-» :if;«iri Zirij N* 

v - • t , f fc j ^c'-'jf a • > 0 • r-f ■, : ,« v i • . • ■ fc o f tr ki i I - i». i.-.i I jrn l ' h«-M 

i, . « . 'i., ,■ t' '■, "r*-r..5 .n th»- riw-v.-n vr.ir* ^hnK *h»'i*«ii r»v»-v.jor. 
I . • » * s i .i' .irt .u» _ . _ . _ 

< • ; ■ ; i; ■ ■ - 1 . »«« \t n\ :i - t-^ -Tru.ii.r*' trut 

■ . t .i * . ! f .■ !.i .■ r..ii :i . ir. .■>. ? -r : r ^ .irl-J T - >a . •<! h ISri H 

I. ... 'I r- i- ti.-- .L*., tr,i \- r:».i: * .ji^-.if ifiiV f" l! ^i^iJ:^ 

\ " i • : .»"-■ * ■■' ".•■;»! ' ■"■ J- ^ i>-»l? • r".» n _.n .»n i:u». .»^- 

.ir.j :n !Kv :i.*?i.T^»-r rUh- 9 1 \ _\-.»»T. • * » f s «? . ■ 1 1." " 
i ^» j-:- •! *.»n.>;!\ . r K.i. «;:. t.t> t_ :fv<! U;v ;,t_:^t 

• \ ; . - . - • • * I, ' >ip .p.it.rl ;.» v..n .i» » ^^!^T?. fh.iS I?«t* ij rirr.j:.j 

• , .;. « ;, -.ir: .f» ,t \i ]<, rl\^\\ pr.«-> *1 ;..-r; * f ^I.s. k .ir..-i h;-ii u... .\rwr. 

, ; ■ • . - - ii . \»- lit ,1 ; * -tK I / iij liki- •;;■!' u .i»'i:if'->- rh*- -f-viiij 
: ; ;; . . ■ , ,. . : , v ■ L . j. . .is u» h ».».*;■ >^ h .1 iiiiti -..it : jiur»- 

LI .- , • ? - •:. 

j. f ; .« . . . , , j.., •!.«.{ r. ii -»:.irr* Lin * iTr.t-^^^f _!r_i-Hi*T..iyu* _._Ljr:^»' 

' ,:: v »i- lii r t*. -.f i'\ r.f h .i- . .^--H '!..'. rt; . ■■?>_»<•:■.!, .t h.in Tr.-ni1 ;J, 

t • . r .; r ■ '•• Vr:i r r« r:..»: r:ir,.; t» !:•>• - tr,«- 0.;V«;";»- ta^ t.»4. ■ «ff 

. , « • ,. : •.. ; * .*.rlii :h. r. .m.' rv vf,, thro.^-f, ::.i<t x v#-fTi*? 

^ . . • r»r-.ii r.ti.N-i ^.r; ( -wt ; i». hi.r rt r..<* ..-t;:\ U- U>:in'\,^^ 

... •■ f. .;':»•'• ;r. V .n .4 . h.iiM?^ ri,;.-i:i*;.- t*vp: 

. : ■ ?.-r.t -M ;n .ii! thi- ;i 'm.l iini ;n '♦-> l 

.« . t a t r '/ : \ f t\ .ir..^ trir^i iii v. >t . rij it «. I"'-! T^r 

. ♦.'..! • :!: V \-i.r f 4 .t V j*iTri. 4 ■ ■ri-.jift«T.ii»U h ^'f^r : /i h .rh ' , r?» 'n.r; 

- ! > If. iA :, f - . •■ .-'.,». k »nn.i-;i J»"» • 1 ' ;fi F'--f I '-• 
^ • . • • .J- i-r ! .... 

V ! ^ It. i-! U.-IUi . : U!:»-.irr..^ '( L»- r ■ -I. .-uT .»! 

a". .; iv ii - ■ ri ..^-'i -r .irj i :ri t l*i iir ^ !'< •»'•. XIU-* ; ' -in- r.if.«- 

,i - ^ , i . 1 ! * . r.rjt. t-1. r»^«- i* i »* h '«•» tK-t-U i; * \ > !;!*>«• f-i: 

i , >, a i : ... . .ii..; V, - ^:r:. , I 1 *?'- r t r t. t t'ii U-i .i' < -ill ^i- 

. • ' • ^ : 'K'.^ . . . ... .. 

.,; < j..,i • | i"Ml;.f. ^/r»' ". "»•' ; .■■■>;.«{•>! !•>. ' — »!" v 

}{ v • hi ft a, o r . u-^ in- in. rt/.w t t > f t > • -t*;fit .fvr. i fs* S.« 

• ; ; - : r^'i fif |h- r : ft i I V-Tn-rii .*n- I finl.:. -m. t r , v ii LiithI*-* .«*•■/*• 

\, f V a |..: f -. | a. jii-t i a, . '.»• CiHi'.'i^ ttrft- hi .iiH-d !»> »wj».»*n jn th<* 

i t » r. i' : » hit, jii»»ut tW'ttKii-:* t' ' ih» rt-SS in ' h» l ^.iin» 

.,, , ; "v h.»i- rw^;. » .^ti t>H tin ;r.i- i". ii . - iiri't ^ (».r iiti^ri, * rif 

• t v i n - J 0 t Mm; < I fo k ' ■' ? io V r It * ff fli fv 

\ rm»*\m i: ? f * ^ ■ fro « ■ '. 'ir~ ^ » n tn\ rrr r* h j<lf ? r *rt tt* i s #: *n 

|. ir 1_ - ■. ■ Il_ jh i.Mt!Ti.»T«;ri ih ■: .!> -u; -'vi : ihiTtj iil t» 1 /^»M^n .in_^ 

.iU.'ii fl ~ rK -I 1 k ; t. i 'yn i? : ,i j- -n. t'O' >»H \ K.'w >•» 
|wr:i iii'i' -i ■ " r: "f thrir i.imijn:*' U .?i<r» t r.-- s H i ,i*;h l b» .^iT»' \1 

\ \. \\rt t iil: .i'fi' ^ \»'n**\ i li>Ui? . *n .* ^mv^I»- jvirt-nt h.ai_^h«»Mi,_-if wut 

i. j < jj » v itii* t Mi't.rs ti ii\.iri \ u rt H Mi tli/i^ >«-.\r^ r»n<l r»tn.t i»t T»<»thmU nr 

, i-* }v i i \ :.V.\tr- 'v. - j)\v. t r. »«r?2U' imn tti n.t?>iU 

, h-i in ri \r*.Mit I> iiir riii!^ ;>1 tK** !»lii<K .bildrrh *b" ! h«-ir 
p, fi- • v Jiiji iiil fi"ii.i;ii :ii « l.ifhil> hi-ii'ilwl hi !wr''h' lur f'ir' 

w .ir^ :r. :■ i*-*,iU' Wt\v f; ii? < .in i'iiji-ir tii iiw* i? 1 . .i - ""clr piiri ii! fiu;»i)v -ftfil tH«-> 
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■■ ... • >• f'.rr i-T i-f, v <*.:•.. f iLiv j 

' V.i'i .■.•..T_.i: ,1 y-T- _"_•">!..' -I. > '«•""• 

• f .1* !>«*■•. .j._t»\!rti !./' Nrf '.'J**- , K-if'.*,' . ' 

. , ' t r t-.ir*-r *! * . *-«..:,■ r.''.\ i! ■ ff*- 



■ . .- < .c-o n r ■ < \f - 

• :,. . : .... * \_ , ? v „ !»r ... 

:. - r . r. ;,s . *! . ;..r 

.' : - * r • ■ . t". . r ■ i ii:- • ri.< r» 

r.. . *». * •: I t j.' • f ?f « ■ »-:.:um 

. t r < r iT !, » ir.; •»'/»■:',!■:,' "._» r * » r?- 
, r»' , .i «».!! .if' f. {*.,. " j >r . r'-.ii 1 , n 

- *^ * ' > v » i v .■' ■.! '..>•_? **r { »'* i ■] t .<f 

. ' 4. ' - ' ' (• .!> <■ ! »l f * I ^ I ' > . ' ! . 

i-i ..• .. !:. t , f ii >. i T\ ■ . - ; \ ' , ' 



■ • ' . . ■■ , I i- » » , - ■ 1 1 '"-v . r ! ftM'i.' w ♦ 

i ' . ■ ■ * , :■ • r- .■" ft i !. *»- r- .-m.j» 

- -t P f . .- mi r ;■ ' »n <»r> . j» »^r--r> 

« • . i. i ' 'r.i' .of •! T? • i :-, . t*. — Mtf >i.irT)r*tt 

' ' 'J". ' '*■ r '''*' r " ' ' 1 ' * J ' '*»i!*»*#f^ 

-{«. > * -i-.. J r«'i • ■<. *r»f- ,fi> ;«■ 

r i 1 , «: . ' f- f i'f •.i** . •'.t , !iS it »j if t hi" ■ ■! 

i •« (i •.. f. .^v'ri i -'irk i**,t.»<' ■.•.,»_{»■. , ( 
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: j / ; : ; >i r »■ • ^* t Xj.j-f. 

i.- - a . i .1 • * ■ : i' v -~ f . « ,' • : *\ iiri «r i.r ir-v* 

* • t < - i-; ; -.:.»:. ]. .»!•.:,: 

■t v , • * , r. . •; f,j| U-It.» .r. ■ \w+ 

• • ' • _" ,3r 'J' '.'t. -^'t 

. ' ' ■! I , ». * f ■-!'.. i ir^ »h • i*M»* -1 

i - • , • » • ;» r »».*r*-*J . v .i- ..in.fufnj T- 

.. f ' - I' ,i i .f * - i Ir% »-r, 1.. ti« vi^iv .fi 

• • ..." : « ■ i. " *..r.»* 't-* .k t«-r !.V On*- 

• r ». * b ■*.;.. r,j r. • ,r ;* \«r rt> ( Hvr .r. 

•.. -i " ! it A' :-• ... ■ rt'.4>{»\^ :»,. 

: ,r. r-.i * • .* !v jU ', nr.- !v«rT* 

» r» ! .i.'.Vi ' *"■_» *»'^fV»*iT". t*: >r 

.;♦*»• . . -j ir,-,* %« ^ « r.tt* |»t* t*r.! -r 

». L.f r.". i : * .-^ i.i* \i .1 Mi, * iJiii-tri «• 

• * a .... r*-' 1; * » =r» • -:, i°d k - : rt^. 

• t '- • v: • »^ ».. 'i i»' ;:.»'r. Tj« »■ .:. 
. v v.»v ■.. ,rr,, • j.tf . \ .I.j .<r» T>;f% rr..i> 

« - * " J* "• < h. « t..._i' '1 'uK'- 

,;<.) * »j. ( lr in .» -\ k . ^_r.«*rh it*. 

••-•>. ; ■: r» r * f" :<r.^ - Jn 
; ! >^.ti s •> \rr ; . r . .* - j.u ^ 



, ■ » J 1 .. i :•. f<ci'i| i ..? -ir. ■!.*!* ••■r. !••*.. ri*_« , F»J»'f_ , .tiji *»l 
v , " . :.i f :• » . * \ - .4fiiJ ••■i.tj »T5*i»t i% t- ]>? >*i'jy . 

•*.»■• h '*»;^' uijii 1 ' 1 ..fi. tii»-*««"«i Ait^. fn i*#'f_ t ^pit^! 

v. iiH « - "..iii * tl rt*».» vi,' f'«^ Vfiii-r u .ifi ."irm*. 1 4 » 
• * . • r->..-.tij« (i-i tifi« inri«>*^'i*»r;- 

• ■ , » 1 i i t i j • .t^. i fi " r •• •* *k K. . U»i hij: ' *V U*rf 
• , , ' r » ■ -hi f «'f r*. iif.t ii-; " ^ r ■•- i.' » it h J>ri»f ! i< »n 

it. -J i • i . ** ii.fi«iii-ij • f^.Jri K' A tiU to hh»' .ZXti* 

t!.'i<i < 4»»*«1 %»h»' fi-iw* u^M fhrir i<»fi*'i*if , K%''lt* 

i «4»* r f ' » tv l-iiriLL^* jif*^!vlr rri^v f,n4 th**rn 

f t • *. ••,•<•] re -**, Iw'U.ufn^V rinj r»-U.»ttnri w *« 



r .. S r- ir : ; . » .:. *.■> * \ i tt tr*:i.rt-ri^ »'.!J fuvi jfc-i? tl«-j"r still* ire rii/t 

•rj.-.^r!.;^ !■ : *tr. :::.jj>fr:— __ . ._ 

!r. *v j j-i ir.t *..fr:r,£> .r. thr irvtilr snd u>t nt-s h-»\r bnp.ror.at^. familiar 
S\: :r*t.- ; - .x'. i i .rri^f, pnni^-»n3_*:i*^ : 'wive *r>erei> &mai3Kt it\t* ::MUi#>**\ <iror 
iZ.i *- i^'.rs Trit.ir rfTr.? :r. i«?.>np«» r*- 4 *** ^*T*^?_ l _ n _ H?*** f-^^cyiiJtt*: *>m** 
:4.*r.» »r..rr n_«»_«_*hrr ii>^iijrtuiittir» eiist - 
j. '•?!?.. .\.»:*-:k»- .?_:r\r nt* j> 1 »r _ ^r*\h> Tb^_- 
. / ♦ « t :. •i ri fl *u2?r*T ii? r*i>iar*r »n that r*-* Upr» uf h**i»rh<c/lda 

*»r» : T • : r»:«>* f f;i- pivVrt* ;in>' rVtwrnr ry^x ojkj 

ir.«r» r »at~t.«.:.f .a 1 , ir.rrjw- in married :Snjptr fami!** ara* *v.?'Jr_ onlv hou*r 

r ".i i» »r ■■•vrrr* 1 :««■ rra>r thr Latter ffhup ^o.- ti>rt\ fW-r 3t for thr >rar 

M.itx *! :rn-?r b.»iwb. id- *»*rr headed tj>_ ir.di> iH^I?.*!^.^-^**^*^^*^ ^ 
: ; . i \> ,r: • »Ki- n . r » * -»-> d-r t. » ter.- p» >r ar> _ rrces* h m tw^ed WTeci> and t> uh 
j. r i r. £ i r ■ \* ■ r. ! .* < i-K i i r «n S :«-M « «?' trri pe*vr*i t _ u r.rm plo\ men t Part <*f t b«* increase 
« .v ' thr i 'V % irrt. i-.-irwi- ihdu\»Ir3 b> tfr*- rrrm fxw>r ' 

^ .. ^ . j /; ihr- i:i ;*>\rr!> LhuraiTtrrwHi tf1r.|J'«*- 

\:- . * ; - t.'irri ( r— _ _ _ __ _ _ _. 

; .; A i : i; I. jr. f< Aft**.". th«*>«A*r>ump..IVu|?Tunj, *nd in 

• \t. .!, ft . .»r.:.i' ■•• '-u ! rii'-C )n^r: bu> Bu4£^ Rrco.nc litatioQ Art «ii jt^l 

f r : . \M» *ii -rn rb, ma^r HHKA and TEJKRA pr'ni>i^» »rt»- a?, fol!.;*^ 

? ; -- 

i W * j - v-i" UjTi..f - i,f -n:\.i .rrjpIrrm-Mi-d ifw r4vrr,muna> Wort EipHij 

. it: :>il .. T .• Y»-:ir f»M T^li.mins rn^rU dt-%rlo|v .j L i: : Jtough .rvalu* 

t : j .: V- v r .i r - . & ;»-r iT*nvt , v» i i h >Ut* * i<*r irtjf.>-m^nUrKm_ »r_h«4 iiW _ for 

: - : *■ r,-.». S.-.r t \V >;!• jui^t* jrij.Svn,* Tktdiiu'ih rriSridatkHj b> the tiriirKia 

i r r:»;' - \«sT.r>iv jv i ; n H-.*«wr ri^ .idJiliv>fi-1 Huruitin^ »ifc> provided to 

tf;;» ."i^tiV .t\ _ . .. ... __ __ 

S i t i rli.' ii t« -» ' i r;^»n>- ■ « i! ! t prri*-r.t ^i.i»«)W_4 » _*^ 1 }^ ar ^ 

m n 4.^ H . / : r . j rwi : f ;5ri? s fig t «-»;u^nvY * »f _t hr_ rTw< . inr»_*mr. d^rrj:* rd> b v 
. \ fc;r *. <:"= d*-il^;ti«m av/,wl i'hiW atli*n<l*nt carr o*^* u.p *9 *}'*}_!*''/ 

■ : . u*!T »1 :f-.«-r. f afvi ; -h*- rhirfi <>t tKr rrrriaifidrr Thr $,{<>_and unr-Chird dtv.- 
,r,j .»*.». i.»vl ii.lv !h* : '".r^t four v«'n.^-< utivr m4»nth> in *bicH th<v mvurrv-d 

1 "i ti.«: . f.i_- 'tr<« " t a . -? i f fvart r. T . atUT a ppr» »pf tatr di>N%*ard> t ■. drti- r 
r. -ri- ri.^i h.l-i r»-n w.^h *hi.m »>r '*K^ i> living -■ 
. A^jri;;rii . >h jh ..tiffins bu^i> rt%Y»pt of thr *d\ancr ^arn^d inn.fti^ vr#*dit 
H< v r tfp^ 1 » Ii#:.bi»- r«n*'tv«- il _ _ _. __ _ _ — ___ _ ; 

■ i ^ta'ctafii ^ .iv,i:' f ,»r.Sr tn h;ftt tuturr h»f4* 

Ift-iSr-i: r»^ >v4 ^(^ t iij^ir-: th« hnrrn- i rf IkM-n.ihU \a uvrl • at uM.WMk 

■ !hi ?»t \ ri^.iltjr.*: in.inri^ ! A'lh!> 

\ii* r i*j*it: j nuntiiic and n».»nf hl> . rt-jw^in*: 

, Ki-.- ,» rv . " ,.vfrjM>fiiffit> ,ind twvm*: all i.ndrr^v mrnl> to . urf^nt rtitpi 

.-;.,!( r; f j -hth t-> th<^' »-lii;-blr »r am<»untj> r h:it ll'l 

rirk.\ ...... 

.i jv r. Vi-.f^ »hm al^n.v of a j>ah-nt ^ ^a»- ?*-^-t> M \<^:vr ?*it* in 

"*»• Yr I jirit fba ? ^i^no fMvn^ntj* ari : iu>f nnnii* for ah> jrri^ or**»r Pi tbi 

1 ^i'i ilSi ^i.ii!;*rV; W»t» iM^»U-n^-nt>ri in (^)fK>'< ^'lf«-t»vf« dM<ib-r rtf^d N»>. ember 
i'.J p i. * i»i mi.r.tr.N rrj^rtir^ and ^ t>.-»^ Ti>e JbmllgrtiT*. ^h*rh ^ w nnpVjnrnt_ 
; : • , .-^-qj,;^ * s^.itjrllf.' gvtf«rsm »»?fi» Urr? iptfMfarnkM 

"i^' ; U'ur>^ .ind r» nefit r^ju. t»on Thri.^h tbi^ m**>r OfiRA chaoRV jrnW»R-J 
r * iij .i.wi ;:>J1 4 « ir*dividujiU ^nrflU, 4,^ ,rranU r^dtM^d W'.iW 

>idiViduai- r«fiMr« dri-n-twiti hi-mTiu.. fU*>* 1^1 *vri^ in AKl^' iwvnwnt> t^r 

fTV »| -T TV - - - - — : , t r.- — -- , - --- 

Tab!i- : yrt^-rA* iJv- riwi-lii*»< impiirt id r*"/u'ati^nj» for thin 1^ 




Si 1 * 

jr.. >? ;■■ ; I'r +T ,r, i^if^u Jko aii^J bl> (JHEA and TEFRA iv^u- 

Ti-.r iKi. :^-r ! art- i. 

KHitl ST *MF < HAV(if> 

1 1 I : ■ ' 5 I »" >l ^ i^ iUr^ . ^ iru unit- ai I ^r^ ijf n u >n tarm income 

" *■ " v ' ^ V r .' : .ly^?**' *~* tl • ir * «*!d«TU di^;ihimj nve'Rihr? rvteivusg 

*\ I r Nul! SrVufiriV brTli'fit* 

-. )) ■> i ..' l !* , . 1 .?.T t "^ J, /. a! V. H<»u.«*;h. »id -t.itu- Vr purrnt* arid children living t«jfvth**r 

_I Vxr r.wt t'.*rnrO ir.-onw iioiu»1iv.ji !r.»ir; _''» to l" prrrWit «>f jihjpei tarried 

♦ • i - > " r ^ * -i'v t K:,i>» hnlri with linker* to th<*« »hu were rli* ble or 
.. ij f..jv«- r*«%-h fh^'.h> prior m the- -:.;nLr anid ho^un^ brnt-fit levri t»n thVir income 
; f, r r.i rhf -tr.rut- 

* ! r 7. r ■ 1 ' T : ol . f h *' l .' ■ ' u *} -ly. 1 ' ■_. ) \ biwfiUi f rnrn t h«* datr_ of appj ical h hi 
.' V.n:.!fri.k;:. »■ • >: Tr.*- »tan4*r<J tf><uc_ti«>r. arod ?h*- >h*-ir* r drduclioh at the r i>M 
'.->_»■: a:;'. I -.I un.- ;i' l:»-.-_and t n* i r rirt v K.jfid j4^n <i» the I^S UK»«| until Ai»r*l. 
..»:'*r dfUvvd unti-i, <let«ihr-r: r.«*C' 
i .. ?. a , rn J a I > ! : .i nil J u h r '. ! J , t hi- Ft ijd S«i iimp Otec-lijod ir^ 1 ieorpa dtvrt-au*^ 
■fc K^-h^i- The r*-nt*tiT> dtn;iine-d fcn v- >44 prr rnonf.h Bhmh'ii 

M !; .tf.:i ?..r„- J ^J. th4; K^»d_Starr3pir\rj brneGt> is^iW; cUmbrd 4r>p;te trw 
T ' f; i * M '' T,: v : :!!" ' r ._v ;t ..hi^^rvuld. d*vhnrd This can t - ** attnbut«i to the of 
» » in.-rs*: . jMri ivyri.it in+r famih<*> due to ^nernpiovtwrit Tublr 2 &h<m> ^otid 
^tari:p. v* k l tivjfku*J> 
OHK A .i; ] K.KHA h:«d lar^rly md rect impact- on M^icaid_Finii!^Kjh«n|> rli^i- 
Mk iUo, t *>t e l:*.ib,iit v ?af Mrtjuaui t vf-n for thob* fa mii»-s which \m 
KY h U riri dat • i # t ^-iw iro^mt rriiwucail _c»fcth »rn bevor d iht ir Tt^h TV- 
f tf ^ »t n-t<\lu t i < trt m> duuM U<1 to nt7»i»vt<«d h**a)T.h r»«rri> 

KtN .- h fKT.rU-r. I'""! thmu^h rWmh*-r. V,*^ T,M1 AHX* fart wwdt^nM 
' 3 - ' 1 4 ' * W ^ r? u Th t>_ r c i.s it t ata i oj : ; < in*fivj 4 t n 
'j f ■ , s 4: *.tyiii_i«->. rhmiJt:atii'.;» ui th«v J v r-3 >« ar old optjOma! crivji-ra^r ^iulp 
rt-vjiitnJ ;n . s ;^rovirrnt**l v 4<«i*> m<>fe ih^jvidual^ bt-ih^ rHnovH) from trw» M*<licaid 

r ■ iLi* _ 

\u ti thf < >liK \ ir ? TKFHA r*imUi on* had a con>jd*r^b!e impia**:T .on thejattor m 
1 r *-'-' K> r >? ' ^ij < : S;fiii i!K rhmrraatrd a!) tA tht *or*intf poor from th<> AFDC 
» T i ,v m > i ;.«r»v-nt »;f ir^ a > A FIX (rwpj«rnt* havt» _any iwrt of carn^'d 
: r ' ..S ^'^'^ nr4»>rtani «-tTj»vt h.:> bt-^n to c3jm>inatr VWdiCaid co\*ra^#» $or 
:*. 'n^.ifnio «'i fHN>r < t»i»Ty i.*n> 

fh v#.r»' JM. {.'». s^rs4»n> renvivir^ V>7>' in tflcrt^ia in -May: IJIH'I Sixly-hine 
t» ,ir "t t h«w jn-rs.jrj. thii^r'i h THisi avtTa^f 1 - mrivithly ^ii3*cpx*d reprrNehl* 

-ji. i Mv»^i ni-mth |.«r K ^ al V»-ar asi ihcrr-a^ a/m*R*t jrij^Wi ivciprfmti* rKrr 

I ifv ! (' 7'ht tu r>p in ,ivr_ra^f tt^Ioaii sw attributable to a-ur^mit 

,rt ^ ij r« ■«» «.t t n i m r ^ i r « *m t hr rt ^ u m A sjwc i » ' ( ud v rood 1 «J of ca«mi jjprn^d in 
I | «• r i »-i _ri v , n t*> it h 4 1 r ^ of t hr major ca u^Jor t hf* cai*^ _bi i n>_, rj*of ^nrd wefr 
. 1 f 1 i \ *\' * _ _ m ' !* °1*. r . * r, -> » Mn*!fi\pi< >>r*d. a rid_ ( _ ab» nd< m/iien t by Hr* fat'ihpr . 

M.;j. !«\»r..i_onm» Mi ..if ianojifv in ofti-n r»'jat«^i rf) financial prt^unp 

jn. Ma> «>| !'.^:{. Vir ;ui.'f{jj(i'. rant for s-n indjvidaal wa* tf+.Tft 7>*> vwt 

<&»•_. t.tnuls pawi»»_nt i.l T.'OT AFIj* ^* jwynt^nt* iifr bawxi on a ntarxiaH nwi 
\^»ir iriip't-i ••ni.it ion it. October 1!:^? of f*drruJly rhahdalr^ CAP oh income in d^ 
r» rn iriirii: - AKf r-ii^ibiiitv. Urtir^wi'M standard r>S w , rd, Ka^d on li^f pnce&. w»ft 
in r« v.) \t\ rnrnU r i-rt Thi?* mtriftw *h<HiM Jx« uno^THtood in fu rvnjiof th** J_*L i 
T • » ni t n i imMjrii r j>r for thr wtw pr/h^j A foiir prm/it lfKTva?rf» in brn 
oj t h * ,*i pr j»n it in! f»r l_"'w»ai Vvar 1**4 w_hi<h wn| provide jwyrmi'iU at V» I J 
f» r « f i I ih* nt^ii «*lao4*ni FJffitiy* Ji\\W l^M tf^ nytxirnum rrKmthjy hmrfit tor 
,t iM>i|K>r rfiid. on«! t hi W s nvrf;hrr with two rhitidrnfi, ^n« a /no«.brr 

*»th •.iujdrf n 

f ,1* i l L »- r».-|H*- rr< ^ f>*-!'i;t* niff J>v* I'^-t le* yvAtu KHIVA feauip bw^ift t/ii^il 
U'iriiiS »»;» bu«l?»*t.irS (ilaHiiiag iinS-w: input rn^ardih^r i***<i£ N*|«f4*d io fh> ArlX 1 
pr »i:r ir 1 ) i- : KH*^ fnirti Mr.tf at lit I {».")«, i-iibini unity ^orumw.-fK'iSH h#\*rin^ ant 
d, .-.ii-f: ^ •» *-,- ny udiOkc IS part nM A ^ biid^ft prs. r^qu^t 7lw» loard Human 
IS,-v * in tii* Hn il ^\ iMi >n rv^ard i n^ th< : i of tfa* bjid^tary vtH^w^t 
■*h« fi » ■ ni 1 to th*' (Hivrrnor n (MYlcv* of j'jainn nv, ; ,md Hu1|?H Fina/ly, tb«» 
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r»> r*r;:»iir *»\ . \ A i\'n- Hi'ii'iiu't* i- iii'ir^S ori try <*rrteral AiNririhK r^ar^ingr th** 

AKIE" i*T.t*ij:.« %*,!{ *»■ >ai,':»Jejn*Tired u>r nurv f/n-nrKLa ±*wiiiyr* with jrt&^aAct* 
tr '»t^er pf 4 CTa.T„- _| \»i id_S<ui_fntR. irf_cuur>r. arv *i. A'A.»>*f .s» Hirer ac&itioriai step- 
j* • TVi«-_ e>t»mi,.4!rd n**ruhly vjiur uf t\x;*3 54ajn^_.dv_uiUbU» for famUie* <>f t\k.<j, 
t.fcrrr jr. 1 •.-a:/ rtir-^ur-nts. ft •» ei v t tnajcicri^m "ArD* * br-n*-fc_ are ^IIT. .ltd; aed 
*- fcl " rr—fivtivt- ':% 1 ti /u* ' awifrOrii-r .is more difficult lii came fcy Federal cutback 
' •: .-iii .t*i»i j»uihj»» ^^uhi; are purtu-uUHy re^fmh^bie f«^r thr fact that ?e*er 

rr n ;u* U1S taTOiI^-** an a,Uaht\ 1 nu^^o/rd funding tVui^aiT^ >uch 
x - - V\ « . m , i - j i - [n r a n t > . aiwj < 1 < ' r« Wl < ' ■ Sa pplv 'jurfi I a i_F< * jtf f " rutiram ha ye bey© 
._ . ' a- . * r i 1 ii KiiVa! Vrar S ".' * wt>_rj; *a n v t-i v ^-J • If" m » i!j1_w*i <ioi iafi i si _ f«^iei_a4 
r..r..S U K '; u; in..»iir: thv mur-. 5**r\it e. to <*iU t + vM-i mnr prrrrtjt of the 
■ Mi-riiin.- iiruSil** t*r in^.ptu. .->:■-. r'iiiaJly. Medicaid pr<ivi&> trw health w-nxv to 
;■ . i r. v i** r f^Li.'.- AKfJ 6 ' o»rripri>e»i "7 K j>m.vr;t <*t th<* total number 

■ ..L*^, H -it br-netlt^ aci>xinted for orii> Zl prrcenr of 

\ jw-r^'fi iii.,itk: >" . -u-j- t»!. , hi.-si* fiiu'nr,i.rrj» **iit_rurt br abie to prv.<vi.ie .*n 
aloji-'t : ; v i i i i ~ i->f her»-__ »» ■ . I, li.'-r. \ foirr-iU nC ti?ir«?e rKe4*iiij» if^Xima^i 
\>i> >* ; ; i f - * w « r ii Mod un • ^ ni J ,i * :t\ iir : «r v . h<«>t Sl.*mp ali Jtm* t/t 

**' r : » v. jr ii ; its 1 m », > lir-riT-nt tt> liwreau <»f l«^*^r Sr°u>tk> 

r .» v»- hi^J^-t f( ; ■ a ' .. r*:rr, Vf.mv (««rin:ian^ With low pa>in*r jrA*»j>r 
•.?/» , r. .• r i-jif'i "* ,i!.:<d v*r ■> \.\* f*»\r-r1> ,/.if:;nul 44ahf> lor pro 

! ,jt .1., 

J%i»rt w -! ^ :i; .*« t fj it !ju : t u *i<i- t- ii h»p'*r M tu ak .n^ jvax* irj ihr 
• :ir, i ir" r V'.it r .. .!.(•» <*^> in pM^v^ri^ irx* UlM iV^e \i*ar> aft* IcMV trrm 

' 'V. r *«i . I b* , _ i -r*' lf * r " Tfl *' AnnT</.'i " : i tamiU and if* .jrTafv^mt»riUi fchxrw rvr,» 

.■: iSafin^ 

I.i'Ji- i ijriio— . ! la if ri* fi N- h - »dtfi? h».«ax^h<>l<t?> and UfUV' itifr (hrir jC-htJidfPtt 

> i tti «, ii . th it ' t i w. » i t nnt i,^ iNit ifc-r J^i i> ik \n*< rw .ins have fiot a\ 

*« < I'p.urr r i> ?F .it r-\i-t 1 ! t \tw m n ^"du< <ft»-.i and i-imp^y, iw-n'S _HUi:iLs akf i» wr- 
V»rr!\ ..ill^ir* 1 me il^iiif.t-C'f.iTi.ivi .»t iht- JanviU anili ih\ .pn-ib-|r^n>_oj' iijJj^: Tfvrp 
<*r'U ,i nf». ^wi? * h< « . nuuttt ;w<4-u.aini th v»^i. S uH) thr J>rot>i* r< joi of 

i.Mi;.; .U "h*- --liar^'fi* mF snt»'t> All of tllM^* chw"h"gw» iiSiii«Catr t)i^ -ft) though l h? ItfCe 
,,; [MVrfi\ ... . .Mar^.n^. fi^'VtTlv i-- t^nt roifii; awav v\i t hr' jfiate and If^-tal levH ,poj- 
.. v^iM .i,', l ".ii:'.-. i^!^ r. ^j di'.t wiU. iu.^ h.tSh iacl 
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^TATMIF.ST OF < M II.IA HoLMF- Hf'M tt mitfcltOK: 
( HI OIMIUI ilFjMKTMKNT UK Siiri.il. SERVICES 

\U Jloi vb FirM j Uaiii to thank < hurman Ford and C'fciir- 
riiari K.m^-l j'jr itivjtiri^ tuv to tfivr ttvrunonv oh ah extremely im- 
l^»r!.in! fp tvI in our Mirier v t<*jav tilt- trend (of growing jiovprty in 

To awunitfie jiii>S!hK«t*' >j repeating earlier or sul^jiierU t'»sti 
riioiiv. i Uiji .it.Jempt to limit mv remarks to trends we are stains: 
i?i the Slate of <*oWado. i(*rall> ;t\ relation to Mti>rj^ jwirrn! 
household* nveiviiig aid to fanitjie* with defH»n<ic.n* children, nml 



second, in relation to. anomalies created by current Federal policy 
Upon State policy _i^tolorado. 

The situation in my State seems to be a microcosm of the trends 
reflected in a recent Concessional Budget Office report that indi- 
cates the poor are being asked to absorb a greater percentage of 
cutbacks in Federal benefits than the middleclass and the rf<ih- In 
other words, those of us in State and local human service agencies 
are witnessing an inverse principle of logic at work; 

That principle is: Thos? with the fewest resources are being 
asked to bear the greatest burden in Federal cutbacks. Logic would 
dictate just the opposite should be true especially during times of 
revenue shortfall, such as we are now experiencing in Colorado. 
That is, when tax revenues fall, srciety jis a whole _has_a respbnsi* 
bility to see that resources go to those most in need: Precisely the 
opposite seems to be happening. 

For example, 1 have included m rnv written .testimony a table 
that shows AFDC grants to a family of three (one adult and two 
children) have seriously lagged behind ^ increases in inflation. Using 
11*70 as a ba.^y^ar in^'hich the AFDC grant met 100 percent of 
the need standard set by tbe Slate and the Federal Government, 
the actual grant totaled $199. During the 13 years since 1970, the 
Consumer Price Index has increased a total of 98.33 percent based 
on U:S. Department of tabor reports compiled July to July of each 
year, 

(The table referred to follows:] 

EXHIBIT 1 - COMPARISON Of ACTUAL AFDC GRANT STANDARDS FOR A HMSJX 3 A.ND WHAT THE 
GRANT STANrARDS SHOULD BE, BASED ON CPI HOttSES 
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Ms. Hoi.mks. Simultaheously, AFDC ^Atanta L tRq jjL(&!ny£J>/_tb^ 
have increased only f>2 percent. In dollars, the grant has increased 



from $mm fctffcjo m -June, B&i. If the grants had saSpiy 
kejrt ujH**fci?ifti^; ifet- basic AjFBC grant, including a winter 
utihu ^ would have m~ 

creased' p^^f^M -Mm to $3!* in 1983. Without eve*; consider- 
ing the M^mP ~<o$ fy*&tat aSd'Sb^e budget cuts upon AFDC recipi- 
ent^, tltf$ i{££jt> ftfet cents <ife each dollar received to inflation 
alone. 

But ._ ^jl^tfeft. -|S /the -vv^m t?nemy of the poor. The double 
>tanda*€ ^ a^fiy ££^e< through legislation such as the 1981 
Omnibus &^tofiaiion Act is much more devastating to 

the poor, 

One d«f$e ^Sndbrrf apply is a message for the poor to pall 
themselves tipfyx _il^f ifeS bootstraps, while punishing them for 
domg so * raps*. S^gfieS by the Colorado Commission on Chil- 
dren and Th*jc< P^flSS^^w April 1982, ^merited the startling 
fact that a witih vyzv *ftildfen in Colorado who climbs from 

an Ml»-a-j^:M;^: ^ ^ingSl^OOO actually had less money 
to spend each moV«!ffe %^aKcSf. deduced cbv-care benefits 

-In other _v%-ord^.;^^|£^ ?^ i: |)^^ the poor for being wards 
of the Mate, and wjpa^s te^i ttet punish the poor for work- 
ing. A> the report s&sH *%.;.m m* tmMp expect families to work— 
or work harder— for 'K^iie 0r j^aift,-.^? *ven a Icass?" 

The report also tm&v, <«rha,t is/lo -^r -imind, the question those of 
as who administer ptVke wr$b fesome support programs 

must ask ourselves v^0!^rh: " Where sfeuid we place our prior- 
ities'* r 

I think the prioriia^.^e &mr. First, ^o^ide a complete and eT- 
fective safety net for vtfe^,»jst in neeft. ^sCSontui statistic com- 
piled by 4h* U.S. Bureau tenMs ent&te& "Money Income and 
I o\ertv States of Fannltes mi irVrsons m the linked States: 1982" 
indicate that poverty has clfeW siieadily since W1H. 

A report by the National Gwrnas^s ^^ociatfeh s Committee on 
Human Resources— •'AnwH_^kf3^SSrc^; l^erfcss and in Need of 
Powerful Friends' 7 — supports fe* lUiocuments alarming 

trends specifically m regard U* w#^& a** 0tMr#n and the home- 
less— MA mifiion ^Ameriai j^ife lived m poverty in 
nearly 1 child in .1 Given iSe ftm -in. ambers <>f pov^rty-stric&en 
women and children since fe- j^&re is tesiw cfer to 1 child 
in every 4 presently living in p&Y&&$ m^ionwidtf. 

In conjunction with maintaining tSe safety for those now 
fmding jhemselves fcelow the poverty jfrvel, aw second priority 
shoujd be to develop a System thai: provides incumtives for people lo 
become self sufficient Using the contradictions create by OBRA 
as an example of disincentives for the working pob!% 1 think it is 
migrative that L r^eral.JState, ami local governments develop a 
model for predetermining the effecrt of legislative and policy 
changes upon the poor. 

We no longer have the luxury of creating policy in a vacuum. A 
vacuum that eliminates job programs arwicuts income support at 
the same time. A vacuum that raises AFDC payments, bat lowers 
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ttKvd stamps allowances there Ss _a net reduction In benefits. A 
vacuum tfcu>e^yces day -ca re benefits as income incre^e^ enough 
to move off AFDC roles into the work force I want to emphasize 
that OBRA is not the only oafprit in sending poor people a mixed 
m^e. Those of us at tfc State and local levels of government 
>hare in the responsibility for j^r^tuating the doiAie_standEtrd:_-__ 
Ij brie views poverty amonsg the young, she single parent, and the 
homeless as a rn ushrtx>ining . wa£S5 of Kiinfan pdteritiaj, tllen the 
ta>k with which we are ail faced is very certain: apply tf^ same 
ruler across th*- boareL We provide tax incentives for business. We 
provide tax shelters for ihe : M$* U is, in my view, t^ssehtial that we 
make th<* same positive rein^aft^rajts tfs&Uable to those segments 
of our populattor* now ciassiiW4 ^ Ifee #£ffcmg poor and the new 

JKMir. 

First provide the safety net. % W'm& p^Sde incentives for people 
who are able to stop using it. 
thank yoH. 

rh;nrman SUngw. Thank you. Before 
St umbras' testimony 1 , we have a vote, so we will take a recess until 
Vl 'JlK and then come back for Mr. Sturhbras' testmiony. 

Utecess\ j; . .. _ . . , 

Mr. Stwkk !pre>iding|. 1 apologize to the witnesses for the inter- 
ruption Would ihv next witness begin? 

STATKMKNT OF HKKSAKI) J. STl'MKK^\^ ASSISTANT AOMINISf 
tHAfofc IH VISION OF C OMMl S1TV SKKVH KS, WISCONSIN Ofi> 
P VKtMKNT OF HKA1-TH AMI SIK IAL SERVICES 

Mr. Stt MHK as. Thank y ou very much, Mr.i*hasrman. 

I am Bernard Stumbra* from Wisconsin Department of Health 
and Social Serv ices. _ _ _ - - - - - 

Mr. Stark. If I could interrupt, it w©u!d b& helpful if you could 
Ket Hoser to the mike. 

Thank ou verv much. _ _ _ „...;"- - 

Mr Sri/ m bras, the earlier tretiimmy clearly identified tha* we 
have reduced the aged from the poverty level dramatically nation- 
wide I think what was ncit brought up was the administrative part 
that we did it without stigmatizing people] think that is very im- 
portant: We iiudexed the SSI program and we made it very compa- 
rable to SSA. We cashed food stamps for those Slates that wanted 
to Ha it. I think that is important to know. 

The other data that has already been given to us is that clearly 
there are more people who an* eligible for marriage but they are 
marrying far less than they were in previous years. We are having 
dramatic increase* m divorce, in mothers keeping children bom 
out of wedlock. We know all of that, but we come to the conclusion 
that the problem is the feminitttibn of poverty of female head of 
households, _ ._ 

TH-it is ho: the jiroblem. Those are the victims of a whole series 
of problems, but thry are hot the problem. 

Welfare Vive have known for at least ISO years is the easiest and 
the cheapest wav to deal wjth these victims, but thai is a problem 
irt and of itself. Welfare is not a satisfactory answer. 



93 



One major \mMvm that has not been identified is the perverse 
arid severe di*crifriinaUoh in setting salary. levels for wtraen. We 
hear about it and read about it, but it is "abundantly clear if you 
are a bus driver, if you are a janitor, you earn far more than a 
^•hix.vlteacher. than a nurse, far more than the people m jobs tfaalfc 
we males have assigned females in our society. If you want to save 
31iRMHWori a vice president in .a corporation; call her a personal 
secretary and she will earn ^1<M),MJI) tes& 

Maturity, the supervisory and organizational skills needed to 
raise children are systematically ignored, if not laughed at in job 
interviews. Divorce taws are dislfunctional arid inhumane, and we 
must defray the premise tfcii an emotional battle coacher 7 y law- 
yers k the n^rm for divorces m this country 

We have started to change We have ino-faulf divorce, we Have 
marital property reform. We have even ah occasional glimmer that 
children have a rigftt to a meaningful relationship with both par- 
ents. We have not been serious that children have a right to a fe* 
gitimate percentage of their pa rents' income. 

I know this committee is wdrking_on improved child support leg- 
i>|atmn. It is critical. But it is also heavily intertwined with divorce 
change. States need the flexibility to pursue these two together. We 
do need Federal Jaws to resolve custody issues and to resolve child 
support enforcement that transcends State lines, and those are 
g?v?Rg us a lot of problems today 

Even our income tax laws discriminate against the children. If 
you pay aJimony, it is tax deductible. If you pay child support, it is 
not tax deductible. So there is a perverse incentive to really go 
wilh alimony and most of our attorneys that deal in divorces right 
now are primarily tax attorney!* and are not concerned about the 
horoan consequences of what is happening. 

Mm if we are go-ing to g«t serious abot*t absent parents' respqn- 
sibUtx to share income, we had better be equally serious about the 
children $ rights to have a meaningful relationship with both par- 
ents. If we don't do thai, we are going to fail in this effort of im- 
proving xrhild support. 

We will how address quickly the matter of how we deal with the 
patchwork thj.t we call Welfare .systems today. 

Our current system was federally inspired. It is court designed 
and State administered. The laws designed to safeguard individual 
client rights have one major drawback because courts carry the 
intent to outlandish conclusions. As an example, our notices to cli- 
ents about the OBRA change* were just absolute garbage is the 
only way to describe them Vo intelligent person could or would 
waste- their time trying to read what we were doing to people with 
the OBRA changes: 

.. .lt__did meet the most important criteria, however It met every 
court decision that we knew of in the United Slates at the tinie. 
We dared not send but, anJ 1 literally mean we dared not send out 
a simple, clear, concise explanation of what was going to happen to 
people because of the OBRA changes because we knew from previ- 
ous bad experiences that the court would rule, having sent that 
out, we confused people because they now would not understand 
the one that had to be sent out in the legal language that only at- 
torneys could understand 



in ri7.%; we made a decision to stop treating people according to 
any different Lai needs because of all the litigation we were having, 
and we went to a single flat grant^ 

In the last V* years, our AFDC payments Have not kept pace with 
the poverty index iter the inflation rates. 

The 0BRA changes that we had were really the only major 
impact in pur regular _ AJFDC pr% T rani. In 3 months, they reduced 
IZjym) AFDC households— mostly step-parent cases and wom^n 
who are earning more than $843. We had asked for 3 years for 
waivers from the Federal L^vernment to J&je do that on our 
own, and the 0BRA changes were very bene&dah They should 
™ve .^aved U£ $&2 'milium a year. Unfortunately v^tni a little 
bit too far: 

The treat meht of eaeiied income tax credit arid the removal u>F 
the incentive for work after the fourth momh dramatically reduced 
our AFDC eanieti. income. I. can how ideatify on my data base 6*060 
AFDC imjithe^ working. 
My APTX* darned income dropped dramatically, arod we estimate 
thai today if _we_ha"d the incentive continuing bey*<a\hd 4 months, we 
would save th*» State- and Federal taxpayers $24 mill-ton a year to 
addition to our UBKA savings and that AFDC _cfiiHrt& and jxkytJR:* 
*T*_^uJd ^* v i* .anfrtter_fj_6 million- in wages that they i*mld keep 
to red tie? their own poverty., 

Our primary' rp^n we <^ld_;ncX_kfep_-p£^ witJi inflation for 
AFDC in the .last -4 years was unemployment in *rar Stzste: Our 
AFDC um»niploved program, where you hteard people testify may2>e 
.^H^ft^ _^9'.. l hi s na MonaIly. I think we :J^Hp^14aJ^L^.. w ^Cm£ 
sixfold in H years in terms of the number of people on AFDC for 
the uhjen^Ioyied. _ We went Jap thirwfold just Jh_ the last 3 years. _ 

We were having reduced revenues from State taxes; We were in 
a deficit in our State for the first time ever. We had Federal reduc- 
tions: We had to increase our State taxes. We cut our service pro- 
grams and laid off 25 percent of our staff. We had to do that just to 
deal with the caseload increase. 

ft didn't leave us any money to do much in the way of increase 
of.^iffiehts jper household. We were tiyirjg to keep some equjty rF 
iationship. between SSI and AFDC, imd we have lost that battle: 
The indexing that was done in the SSI program and the SSA pro- 
gram for the last 4 years dramatically brought them away from 

ou r A FIX' paymen ts, 

JJ.*72._»*_jQi<l AFDC and SSI the sam e payment in our State. 
In .11*74; it becuitie a federalized program called SSf: Today our 
AFDC payment for one is $404 d 

month That is an HJ.percent variation over a f^year period. 

Interestingly it is really not a Federal program if you look at 
SSI, The State of Wisconsin today pays a higher percentage of the 
cost of the SSI program than we pay of AFDC or medical assist- 
ance, and yet we call it the federalized program, riy law, we are not 
allowed to rrduce our supplementation to the SSI program; that is 
largely why we rou j~dn !t keep any equity betwttfen the two. 

We were the Lousiest Sfeite in the United States in llertns of use 
of food stamps for years, and I got chided vtjry severely by rminy 
people for that. We made a conscious effort that we were going to 
try to improve food starips. We looked at it. We found the major 
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problems were our workers; cir clients and oar systems were very 
resistant Jo the |ood_ stamp LPfl^j!^-.THe.wpr^^_did jiot like the 
rigid paper compliance mentality of it, we had separate eligibility 
tests arid workers for the programs. 

_ After a client spent idiys waiting In a room to interviewed to 
find out whether they had AFDC and MA, they were not about to 
take another application fori and _get back in the end of the line 
and. start ,all over again for food stamps; 

..TH^wnpval of the_pu^a^_^uiivfheht ivas» ah assistance to jis 
in terms of the client resistance to the program. We added 17,MW> 
households in 2 months when the purchase requirement was elimi- 
nated. We combined the AFDC medical assistance and food stamp 
application process in one application, one worker, one visit: 

At _the_ same tittle tHivlbw-in^me energy «S^jstance program was 
coming; in lUM, >e required that Us be eligible- for low-income 
energy assistance you had to be found dig i Me for food stamps. The 
combination of those two increased *>ur food stamp households by 
M^IiiMi in :{ months. 

The fiet effect today is the State of Wiscomsin is one of the lead- 
rrs in the country in the use of £he food stamp program, and we 
haw broken down much of the resistaiKr to the program. 

Now the major problems that we are facing in the administra- 
tion is that Federal policy ignores reality. It always comes too late, 
and it has to be implemented too soon, ft deals with programs like 
they are going to different people. Hundreds of rale writers sit in 
?ybb£holes writing rules without seeing what the oihrer rule writ- 
ers are writing; - 

When the Federal Government looks at Wisconsin, they, say "By 
'God, they have fiiHiMHl households who are receiving AFDC, medi- 
cal assistance, low-income ene-gy assistance, food stamps, SSI.'* 
That is not true. That is not even close. We have 2*^,000 house- 
holds who are receiving a combination of those benefits, not 
I5IWMHM), and of those 2*5,000, only fi_2,0(IHi get one program and half 
of those fiiiSSi are aged people in nursing homes; 

You have these large groups of heavily overlapping programs be- 
tween low-income energy assistance. AFDC, food stamps, and medi- 
cal assistance. They dbru t stav that way. Every month 2<UM>0 of 
'those cases change. They were food stamp only last month. They 
are food stamp/AFDC/medical assistance this month. They lose 
Minnr income jihd bt^orhe food stamp eligible. There is a continual 
changing every-month: 

Now* a brief word oh administrative costs because I consider 
them the biggest ripoff to the taxpaying public that we Have in our 
system today 

Now I can make that smug statement because we are probably 
the lowest administrative State in the Nation. We are at about 40 
percent of the national average. Hut if I_ were to upend just the na- 
tional average in Wisconsin, I would have to spend $1*0 million 
/more on administrative costs. 

Now, I am being chided again for my low administrative costs be- 
cause of my error rates. Quality control.. It is our current golden 
idol of administrative perfection. When Moses came off t he moun- 
tain is followers were worshiping a golden calf. When I looked at 
my Bible, I coiildrft figure out whether the calf Has male or 
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female; bat Lhelieve. it w:ts rnalp in that this golden idol which we 
art* how* worshiping is as much bull as thai idol was. 

~V cuuid save far more money in cleaning up the conflicts in the 
overlapping regulations between these programs by having cost al- 
location programs lhat are simple and c»on't require an army of 
auditors and accountants to deal with them before and after the 
fact: .... 

In Wisconsin I would have to spend over half a billion dollars 
iwpre,_ $-Tl_H> million more, a year in administrative costs to equal 
die administrative costs in the State that has the lowest error rate 

State in the Nation. A half billion more just in the State of Wferon- 

Mr. Stark. Which State has the lowest? 

Mr. STt MBKAs Xevada is the lowest error rate State: They also 
have the lowest percentage of people using the program in the 
Nation. It is very tough to get on the program in Nevada. You have 
to^o through a whole bevy of people: 

But let's assume that I spent $W million more just to get to the 
national average or I spent ..SWO miPiori more to get up to the 
Nevada level and that that got me to zero error rate, I didn't make 
a single error in any program in the State of Wisconsin. What 
would 1 save? million. That is the real dollar loss in the AFDC, 
food stamp, and medical assistance program in the^Surxc of Wiscon- 
sin. That is three one-hundredths oif 1 percent of the $1:4 billion we 
allocate each year, and yet I am facing a food stamp arid AFDC 
santf ion_fof quality control. 

In summary; low-income people are worse off today than they 
were lo years ago. The big difference is they are much younger 
than they: w**re__15^ answer. If it is the 

only interim thing, then don't hassle single mothers who are al- 
ready, .carrying a very* heavy load. Give the States the option to 
drop the KITC nonsense that we are : working with how, and put 
fcick an incentive to work after 4 months and let us save money, 

A. major change iri female salary pricing is one answer, and ii 
needs a push from all of us each day. 

Child support and revamped methods of custody are major an- 
swers, but they must ^ccur together, or they wili not work for kids, 

Administrative direction of all IM programs would save us real 
billions of dollars, and quality control sanctions today cost us dol- 
lars and do riot measure reality. 

Thank you, 

jThe prepared statement follows:] 

SfAti:W:S't *» Hf KNAittJ J Stt MHR^ AwistA^t A^MiNiJictiiAttm^ Division or 

t'oWMt Nlt\ SfcftVflW, Wl!«-OWJil?f n>TAKTMKNt f?T 1W.MTH AND Sot'lAl. SmVKIES 

_ Wi*con*in ha* a Jong tradition of paying <>rv5» of the top mx AFIX* levein in the 
i'mted Stat**: We find no cotnfortin our relative *t at u* because w know our ef- 
fort* are* -inadequate* to remove the daily suffer intf of over JiiHUHW children. 
In UKX we were paying- IM 4 pprct'ht ^>f the poverty line in AHX* payment* By 
the laM year »*i the old poverty index, we were paying Hfi percent b? the pover- 
ty line 

.._ Wf* w'Wild like to helw'Vr we ate atJeaxi_f^TinjT *w?me hejp_ to > all who are in jieed 
jf I9hi ecvoM?? da a .a \s oc?ur&te; we may be helping more famiiien than exist befow 
"he proven) tow. 
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Jht t, il;.if.» .-..'U-r.r-1 in t:*7!»< uJi-ciiM families with children 

• •;der a -iriij|!" t*-f f-Zi l*- r«-ad iif -KkisehoUi. with an iru^rhe below poverty. <I 
w.Jj .ait ihtSi- T«TriaU'-iiH»vrrt> taniilie> fur the rest of thi> paprr * 

! \ ..»v>mher \ € ■ I car identity a rmrurnum of Vjji ^ma]e poverty families 
: ; . AHK ' » i : h r. « i i it ht-r - ns-i jmie_A n< H her i » I h ad rarritld t ncoine. j>ut would need 
s! ? ! .-!""\ >^.r^n. k 'y. ;, : j : •:'.^ lfc, .*^» .AflX\4^ iibinv thr pa>vrt>_liiie, tf_ 7."i percent 
V^'.T" U1, .^ irfi u r r V «" an K n 4 ;it th-At level thrrr would be. another 4,12.; female jkw? 
c : r V v r,rr :?.»!rr.^?!. AH* "__Th-»r . Ti*ai_- more fc-rm«i+* pm*-nv famil***. <*t ArlX ,, 

• -.4s h month .than the :^'TL>U> tound fi< rl-Jt* **h«?lt- >tiitr 

_ r=*»if:*?.:^?a acvuunt that ivn>u> data i> full >**ar inCN>n^-and I am4ouliin£ at 1 
??! iir.:z\? .UIX 1 w it appears the Census numbers are low Over penvnt of 

.^r . U'l* ' {*-puJalitrfl ha> h*«t*n irti i-UtK' over IJ m«»hth» We- clos^ed over .lUXAJ 
\r IX »n !V»T!» and b-a>*tT.Itt'4jf th<ise were oh AKW over 12 month* 

fr ur;;i*ei> ftffie i4 thi- Xt*~,ii <jthW closed Aftt*_cst*» were not below poverty 
> . rhi *« niu< r* '■- wiwwir fe_male_ poyert;_f^ilm who have n -*t applied for 
\H* I : nu a »♦ rr iv have a st-nous underret^rtini^ in th* census *fata ani -At* 
* 1 r ! * r _V T ' ' _ a J* T 5 ' r u nderstandi n< of thin- ±n_t h^_ next few mon I h>_ 

J ^/}^V/rri* l ^Jr^_^4.P_^r>* , W5l> *?»M r ***T realitv pertvptjusia Our Wisconsin di- 
v,vr - t _ riT «_ »* "K.v" -1 percent in thi* paM.jo vears The number of child reri Kirn to 
-r.marr»ei"_parenV_and ke*pt by the mother is ap :C perci-nt v*ifho4jt iriflatir^; for 
^..•v-»«* iinderre;»»niru;. Thr ffminizanon <:rf piiierty i» ?^vere and *rrowin+: »oh»e 
f-.:!h» M t< if tj imi, , .ill> abandtmjn^ children i» t*pi<lt-m[c 'srv Chart T»- 

I r..« !..!'.< p.i^t*> aiidre^ a tri* (jf th»* prt^ram »rrowTh and pralirv ia»s*iie^ ip 

■ -.i.r. -t./r- .... _ . 

M " fn « > f ^tr whic h ha> tn«* m*t »*\e*n-distrih<jtjon of irtomu- anw^; tta 
f t v tj r - u 3 , . r« n \ » r 1 1 a re pa> mmb a rr made Thi> m<«ars> » e ha\ r few » eatth v 
j it r 3 i i -r i illt-r f*rxvnt i^ erf famili*^» brio* poverty 'In 5'^*. prrcent of 
_* - ' h ^ r l' J * * ^ hJdn-n in Won;;onMn *ere in poverty >> *j percent .nation* 
A- . " r « t J'_^ r ; -«rr i ih>i»r ; _a» vh*- ayera^e .»tate j|V»iran*»jer income f<er house- 
K.i!c* m *:7."i7.". Wix^in w IT. 4« ~» nationwide average-' 



K«fJtt> |> j rriajH.r concern in Wi>c<>n>in T\\*- *-her^> a.^>tarU^ pnij^am for th^ 
fia-t Z vears h;i> treated fver>ofie aJike texcept SSI recipient?, rno^tlv aj^ed 

individuals ■ hiving; ti) file a M-pjrate app>ncatH*h form vvvn through rli#kje for 
«ifhtT thcurh** te>ted ph^farh?* 

i)ur pavnt-nt U-v*l> i»f appro* imatelv f^v year pvr low inaw families who_ap- 
pluti it* tut i J <: percent annual inept as* in^governmt^nf transfers 7^l> p™j£Tani_w 
imp. ^-.ih le to plan w t II betaum of the latene?^ of federal d*ii>!om ihjjie bu<^etin^ 
f ,T{ * [\_. l> ^ S *i i**'X . ?. ?!._*nd W lacortoi n h ? v_ mjd _^ number _nf n yfhts below t he 
tree/in*; U-yej The j>>partment <>f Knergy; Weathf-ruation CJranr^ th* 1 UKAP f'om- 
."MJH'ty^'Oi^ I_»tk_ XX BUvk (irant*, and Oil <Kercharg:e r'ond* are nci yet e*- 
!-»hh^hed AJL of. these funding sm hi rci^ ctwnbine to produce the Wi^ctifi^til Wi-atkiier 
i/ation.and IJKAP pr^%r_ram?* 

__T«»»iavj*e.have no • *AA JEAV ana Weal hert/af #m ph^?rarri>; we cannot tr»*t a 
final. Mgnofl on the eKttertd*tGre> m th»^ proj?r*.m untrf wut legislature tmms* the 
federal. i ^rtdins level* (>nce Our le^i>latuK? p«&n> HT.pih p r n^rr«wn we must still pro- 
?r.jrc the c<st«p3tef arrd tram K sea I staff before ^ivrrf,^ ^r^ht> Thi> i» not th> first 
hot the fourth consecutive year **e v?Tave rt^riencNi-fthiii pr^lem 

W*- trii-d to wry «»i>rne money ov#-r m th** hkkk grariis w> that we could at 
3o emer^'fH'y rrieriry a.vMM.ifice whale a^iUn^; » fi^deral fSrtdin*; level. This ha> le*i/ 
to ll\U't£MYtir\% wc t more monev tfciYn we nr*»«J and r»n attrn^ot to change the fuir.^ 
v.n*; formula 

if is diflu -ii ?i to fee* p yp an ^Fsnual aftem^t to make rationale p >Ik> deu^jon* m a 
.pri%»r.tm iuF>d^i aiier .it nhiWild start 

Our t\i'\ii* re^u^ar pr<*r^m haw *iuid a lohK xlow ^hmth fnim t !#73 through W*l 
w.ithj* dr<fp tn. January through- M'arr;h ot VJ*2 f>^£uced by implementation of 
(>HB>\ That redaction wa* primarily XW* Meppan*rit Ci^ew. and 4.;wi7 higher wage 
CarFvi't^: j«>fi'hf ial4y living Ihe taxpayers $.12 million year However, M ^rcrht of 
those saving were J(»sf as a result of massive rediictif>ri in earned income by thdMp 
SFIX" rtvijiient* whow^ ca^r 1 wiqii it c l*iwed If the^|:ftM-i on net income had ctmtin- 
u«*d after lour nionths arid the KTTt* harassment were not enf<irce<j. we beljeye the 
taxpawrs <ould >ave another #J4 mijliim/yenr in L_Wj^in>in TH^ M vi w<>ujd 
accruV through reduced ARK" grahtA. reduced fo»)d Mampw. and increased income 



tin 

and Svbii «vurjt, ta^juHlKj;; A HI* mother* return lag. io pi^-OBRA earnings: 
^F*: £ J 4 . t«^«n*«> thr T^k Fore? 03 Emitk-menfc* Unconlroila- 
bl*^. ^ntl Indfiuv of the House Ways and Mean* Committee ! fuW copy attached 
on the _ liM^ .additional jcctpkcs. i 
Fnxn M^rch to the present, the A 5 'iX.' .regidsr -program has continued its 
»^__»**?»dv 4»_rn*» y ?*r Qan_l jbu; our ^ rentage af^KFV: mothers working re- 
mains sta*ma£ed at the immediate post OBHA ieveji of 13 pefieht 

Our Medial A^istafKe program growth & very comparable to eur AFDC regular 
Program* • ■«*- <T*art :!j The- abnormal bixp in 1977 to the result of a Change 
m data prives* and represents a transfer aasd clean up c?f duplies^ cases rather 



Our AnK%unemipIu>ed caseload ^io»s the result* of Wisconsin exceeding the na- 
tional mtmpla)vm»ni le\eU for tte past three vear*. <See Chart 

This growth (Ha* beeri i_the single major cauy of our r^jgyjng more adequate 
grant irhTteases Ut all AFTX" cases. Our budsget :arget* base been consumed by pro- 
jected A FIX -I easetaad-ihcre^^ 

Pribram ^ost* for .AFDC- L* weal from: 114 nuU**i in 15*75; jj> million in 1H*0 
and _*ni_ million *n I'.'Kl, doubling iii five years then Jttiimubt Tnplmg in the hemt 
"l 1 ??. .yr^P?- * r have htvome guit shy of our projections wfuie believing the trend 
™ * ot A^. r r>^_' .we canrKXjtru^ we have*t^ at \>,tm cases although the 
in ,J * consistent with a normal seasonal variation we ej^erj^ed 



The ti*.<i -tamp caseload is ah interesting study Unlike AFDC reguiijar_and NlA, 
this pnigrvjivi* -»h<~*s remarkable response* l& various change* **ee Chart 4i Yoa 
will r„)iuv ill fi«j> charts ^contain jxmpI* U i M. but only food stamps rrspcr.se to 
1 through ^ahd responses in reverse to A>1X\reKuiar at ooint 4, 

Point I is t^ removal of the purchase reouiremrnt for food stamp* We went 
K*™ * 11 ^ 1 lt * iWemhet of l*r> to 'a,7M» , n January of ItO for an increase of :*? 
pt-rnent 

roud stamps in Wkpoiin..*^ always an unpopular program with client* And 
i\ nm\ ime [_**yrker >U/t We cached out the fooo stamp pn»ani in SSl in for 
SM individvujJ largely because only 13 percerit of our SSJ porilations ww par 
V --^ 1 - 1 ^ Lft i* 1 ***- slal ^P» Thf *^»oe of food stamps Ha* inciea*wi «i percent since 
I!*,_.i>. hut Jhe ca>0; oat value remains at $10. 

UV had the towesc p^rtiopoition rate for food atonfN in t!te coKjn^ry for many 
vearx The en»d of tr^j^rcha«e rW|uii^ment removed a major ri*caHrnpediment to 
low it»cc.me farjiihes Yet even after the XI percenUmrease of Jtouseiw>Ws follow ing 
the puftha?*e raiuirv-merit removal we^were stiS! one of the kweat ^rtjcijpation level 
State* We made nr^jor inroad* in the worker re»i»ta^ce ls>_ hej^ng efebje ^>ple 
get Uxxt Htampa i^bjr ih^lling a computer eligibility and ^nt_«Uculat»oR system ir. 
al[ ^KUfiitws from January W$ through October. U>h*K During thi* time our food 
»tamp pji^ticipifMow went from .V^.Tm) to N> t ;Ci7 or another 44 percent i«^i*aae In 
N<Hemhrr of 1WI to ^eroome cl>em resistance to food stamp; we required that to 
^n Vf fW^^* food mpi; By March of i f >l t 

*!HHthe? JUri percent rncreaw m partiCYpatioft in the Hve 
^jnihj^^LiJh^smx pr^rram Our Bwrft.reema.js53 set in b>- thss time 
and panicipattwn wwt from Ui:t,i2:l in 34arch 1^1 to }3I,7XS »h March of 1^3 for 
umvther ^ ptrcent iocrwwr Wacotmn W-iWw l»*rtici^Ur^ in tKe food «iam? ax>. 
«om a e^ual level with other *taU* ailhoutfn our average amount of food iUctflp 
dollar*./ household in lower because of im relatively h^rf AFDC payment* to the V« 
percent ^f jw ftiod stamp hou*eh^W» who alao receive AFDC 

The food ntamp program showed a lignt^ant ih^a^iUty while the Afl)CjQBRA 
changr^i were being d wciwred in the local «»gervc«eii There wan actuary an une^jiext, 
ed rrducUo^ Ah N^erhbet an4 fJWeflnp? and a c^rettion in January WMl 
unlike AW ^tpick jump to a »igr>,t(ficant n cr^^ae in Feoru^ «jf 

_ Jh WV.wf ^ ma<fe our A>1)(:_ji#yjTHent^fi itai zmm ^tjm^Am^ ifivw-f sae^S^ 
iiepirate shelter and utilities compoiw^ta Whe« the fc^ilature aet ir<e rtandarti 
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iKrrr -waKa >h£ht v <n.it**i the Ik^jfarr 1**73 BfcS lowt* income level The pay- 
ment level wa? *et at ^l-fj^i'Hjt-ijC-Uir- standard For an AFDC family wtth no other 
i^wirur who rrceivt^d AFIJC arw^FS they would have an income very dose tb^tbe 
poverty teve! However, oar W participation rate ii*_W75 meant many AFDC 
hcu^ h^td did not receive food strops. jnJrf>; of j'iTT*- we ^had_/».>. 147 AFTX house- 
hold-^ bur ;ml* 4^.1^! total. AFIX* and non A#DC food stamp households In July of 
!.♦*;!; we fcav* AFTlC households and FS households with 77.ol4 of 

i pnAitMi fitSott ii\ ts> 
an keeping up wv:h_the inflation factor, we could Use a variety o? guides such as 

ifof* i'r^l or tor poverty factor.. Lkn h a ft* ae»it*c-<>iu«f tii^j i e f ttwii the a^a^wajic 

^r tfr^e per farfiilv- and we believe the average wage increase is a better measure- 
ment i H the real world j See Chart 5:i ._ . . _ 

Our AFDC payrot nt level has increased 43* percent from !97.~ to IS*:! The food 
*:amp benrtit levels have increased by I percent roidjhe ayer^ejvages have in- 
vTraird by To * p^cen,. In L_ l.?*^.^- ^^^f*****- .^V¥j¥??i^. r^^P*^???* ^^fTs^^L 
ie>* per year m relative purchase po™ 

a ba.'-e of !*C.1 They also, received $ K>* fewer food stamps than they would have had 

their*id *tamp prograii been indexed to average family salaries, 

The SSI priv^irh w^^nfluericed by the AFDC pro-am from 1974 through 1^79; 
In StC'S, the average AFDC arid pre-SSI recipient received thie sarne ^yment level, 
H.rw.b'ver, the 1 *.*T 4 SnF program would have allowed Wiatfvjhsuri ^wjth _no i additional 
>:atr_ doib*r> to pay #L!7 1^ montr^ for one SSI person in 1^7."* when we were only 
paying ?I»rr for a >ue 1 AFDC family. 



















: *;jt: : 


It? 












24: 


: SS -..v : 




:« 


:^4 s« 




238 3*4 


514 


4C4 


1 So. .r- : *• > 




44 






*! 










19 4 


i: : 












— • 















We kep; the pa; ments below/ the $271 level for three years .savings the lederal 
K 'merh merit a minimum of $12 *\ million ffir.d in return they phased ogt our hold 
harrnle^ ^Jarantt-e from Iftel thpcii^H 1%*4. and we are now paying S-fcigtiiT per- 
centage of the *va>7.u-nU to lYw <?*d atfe. Wind, jand disabled under the "feder**'' SSI 
pn^raHi than *e £ay for U^j^ltWSderal AFDC and MA f^offram*- 

VV? 4 1<!_ rj«rt_feel i l ias prop*? to .nwiey . «h 1375 through 1 *i77 j«*st because it 
»a> federal money and. irW to_hold »ome_ktf 3 of>guity between the pn^rama The 
raptd CT1 increases m SSI from 1^7!* tb-ouith have further distorted the pay_- 
men! standards Trw?y would have bee** wof>*_had_ -W.i^in^. . erfuarf^ t>« iTive 
(^m|ttrahi*v3ncrea*e« to tnir «at> nupplements to SSI reci^nu. By frdefal law we 
arr harretS frfl»rh rrtfucinji' our ^ppletnents to try to keep A FIX* and SSI compatible 

KHJCY rtAN'WNC 

(Kit rw**t_m*u*>r_*ti^p en n<4!Unit _s*ome_rotjonai poltcy into She present »yst erri \* to 
ffCi^fni^.the problems are divorce; m^leuuaU- in^)me for female headed hou»e- 
h<ild* T and iniidnjuule child suppirft _ _ _ _ 

AMU' arid FS are mappropriate Uxifo to deal wiwri iiiem- ptuble*TiA an«t wc nrvd 
better system^ 

We hli\-r be^un n rh'ajor Hfort to alter how divorce i« done in Our s&tr, To reduf*, 

if not elirrnnate, the le^al bicfcwh« and jfo with straight simple e*ps>cta^ion* f^" 

pe«p le w rn i _w a nt to_end t he i r ma rr lagr L 

L _^«jp_div«*rce..rw«i^ and J^»te«d train peoj^e on ncn% to 

handle the new roje of ahnrot parent, wmcie cuAtodcal parent* h»m to deal w^th Xht 

child K fea*^; ijf dl^^fCr; etc. _ 

2 Tn ri*erJKni»* yfi i H t cg*ti >dy an, t he f iRbt ofJ.be child ren 

5 To require i^momlc st^hihty for the children, fcy withholding ten w^w of 

h*h « Mvjndahi |M'rcentaife ot iiic«me which will fe> ase^for th<? children 

4 Tf^atihf? Ml divorcew alike hot deHhin^ child Kupporn a» AFIK* arid iuHi AFDC": 
i When the child HUMwri Fiwm wa^e witljl»o1<Jin^ *ie*i hot equal a Hlatr i^tafe- 

iished minimum to supplement the y?hiW aupport to th< minimum level 



W ** art * : * ,Th iHi - r "iMIrtiii «w_and expect ttois to be a harsJ flight 

?t Hf* 1 L" P l 4 1 vturye? *< vtet % *» tv^ponse to I ru^ problems. - 

We know »e are on the ru*ht track and will s%jcceed-We are confident t^at t&is 
^Mern can and will reduce AFDC by *Tt percent in the first year and 75 percent by 
the *nd u* xhe second >ear: The supplemenuj pavments will bejess than the sav- 
ings irom itfTV and ancillary savings in FS and MA wUi be added incentives for 
th,*e *ho see this, mostly as a cot* saving rather than a more human* way to treat 
children and purejvts. _ _ 

.V* primary federal influence on Ma!*- policy in the AFDC. MA, and FS pro- 
^■¥5*.-. J* Ah*l_ continual, inability _ of centres*. Hffe and USDA to deal with these 
threi-^»rui:ram> as an »nte^n«ed <*rli\ef> of resources to low ihcotne people 

Of ^X»]AVDC huu*h*M± 72X01' a4-> rec~ve food *u*nps and W,->Ci receive 
MA. 'J>ee t hart t> j 

Of the ir,.:Urfi food stamp case* 7£.7rj receive AFDC\ liijifflj receive FS and MA 
and ^rr S...i mi receive ^neral relief and FS leaving only I7;i71 true FS only cases^ 
or I i percent J 

1* * br MA households Xt^\K\ are m nursing home* leaving 101:51? of 

»nich ^re ^AtW «7^;J4 also receiving FS* and lij^KTj receive FS and MA 
leaving Medical A>M>tahce only cases*. 

Wh*^ each c-ommittee and federal agency talks about their program, it sounds 
i?*r_ , *.^'!!5^*2_ . A^^J _ *?«u?*4^6 _«**iyinif_ AFIJCV MA; and FS: Actually we 
u, i^ t -"l households <VJ percent of the duplicated totsUand ^fcEMtf 6? those are 
\*V&r. «> 'mr^n* _h«*nea. rhere are five receiving AFDC only, 17 171 FS only 
,M J MA only ou? of the remaining l£l,ai;{ households. Each'monih over 
o t«n_i ot_th*-se !am«Ues are closed or opened for one or jnore of the programs they 
r "iL « !** rK "*"^ 1 hr P** v *>"* n^mth rrtat they were FS only in September 
hut Fs MA u IKiober or AFDC MA in September, but AFDC/MA/FS in 0«abef 

etc - * 

HaMr* different au!<*mob<le po) different definition of earned income, differ- 
«' nt a^r*X*rds oil .ear^. income, different assets tests, different treatment of EITV 
r*V. /-.in>An*:..Th^_prtmar> fraud waste and abuse *H these projfrauns can only be 
^n x ur«_d up by mirror* usin# ever f hanging, never compatible definitions in these 
programs 

T.he.tjaahty Control statist** which are tf*e current f^Idefl jdol of administrative 
^•rtivtiim are statistically invalid and factually fraudulent in r>port/flng the amount 
«>t dollars heiri^ rfh^pent 

_ »hi> administrative nurhtm^re. it is much easier to have f&at separate sets^oT 
*uif Avium; with AHXV MA.m and OfteraJ Relief In that way tfiiey «U1 not be 
^Ju^jd by .the .constant changes and inconsistencie* to the programs. This can 
keep t-tn..- rafes U. increase administrative cosU ."J to a fold, and hopelessly harass 
the recipient who must nV-al with four people irtohe of whom is con^ernwd about ^he 
pn*:rain c« inflicts 1 - 

We have rejected iha^c^>hcept and iss> «ne het of inte^r«ted s*aff to pian;<deJi\-er 
moni?ur - ^nd audit all IM nro^ram* Thus keepfr our administrative co»U_*t 4t5;per- 
iV(T | t rhe Y*r tonal A\era«e uhich *»a\os fed<>ral an4 *tal>e jcpvernment over $M 
million \,-*t tx-^w the nationwide average of atfmmistration Our real dollar iav* 
■/^J i* *e cr»uld Himinate ever) error in these prs^rams^oQld be $24 million out o7 
•nillion yeair e\^;iditure <threeone-huf«Jredth* of I prrcenS) Vel we face sane- 
iJLW* Ln FS^nd AK^.' ^r failure to m>ef_th> Cim^ressKmal quality control st^ni 
arrl> it is the saovin^s m admin i>t rat i<in that have allowed us to ^ve some incrraoes 
in henefit> during th«-Sr' hard i-coHomic timem. 

V*eto\> eliminated our errors* to rarvd«m human error raui*3 hy conteUnt change 
HM ltt^tirr t,i :^n^ard^e pt^licies at the fedrraLand curium*. tonal le^f 

The onlv Hojs* fi>r t.^ie futwrr for mo^t states to reduce adnuif&f?3Ci*e cokts in 
n™*' 1 "1™?^ thwarted by federal po^iciei thai 

S™W\»ni^nn».r!: ^»d o»»t aljocation policies that are byightihe. To build 8 jrond 
data v Vsl em reuuirv* a £ lea»t three years of minimal chah>re w> proxramminit and 
debut:?! nar-can he done in an orderly fashion 

r«ARt t^i tns rim Vhaht» l i 

2 Kl^hWity (or l^iw :.Jm_^>me_ ^erKydefjendent upon Fox id Stamp eligibility 
_ : { All t.MJ9itie» added In »h#» inlefTsted c*>mf>utertje^ eJ^Sbdlilv fikkwrn^km 

)»>sTem 

4 f)liKA cicmiiiKH. 
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Chart 2 
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Chart 3 



WISCONSIN AFDC UNEMPLOYED CASES 
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WISCONSIN FOOD STAMP HOUSEHOLDS 
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Chart $ 

WTf Family Payments Family of Four Corniced to 
Avf-raqe Salary Increases by Families 1975 - 1982 





(a) 


<h> 




AFDC 


AFDC 






c r*>*, s 


AFDC 


cross 


Fayweht 


Payment 






Median 


Payment 


Median % 


Level % 


If Indexed 


Short 


Year 




level 


Increase 


Increase 


By wages 


Fall 




13.71*1 


s,b:e 


100% 








1976 




5,0fl8 


109.03% 


101.?% 


5,482 


-S 394 


i*» >v 




f >, 104 


116.70% 


105.5% 


5 , 868 


-5 564 








178.5*% 


10$, 31% 


*,465 


-? 969 


1979 




5,904 


14?. 77% 


1*7.47% 


7,178 


-$1,274 


J 980 




6,348 


1M.?4% 


1?6.25% 


7,705 


-SI, 357 






f> , 756 


163.19% 


134.36% 


6,205 


-$1,449 


19fi2 


23,433 


7,200 


l7C.»!til% 


143.?% 


8,588 


-$1,388 



(at Current Population Sports P-60 140 based upon national sample of 
families including single female wage earners. 

(It) July 1 family payments for ATDC size four in Area 1 Wisconsin. 




(Inn * 

•iMiii Wi* MlM'iiiijtj pm iiiii Fiji kmh o> iff i*i) fiiwiStii waini iii/oi/ii mi ii 





























iiiJii 


tuft 




win 


-m- 


■ iFDC 




fucu 


-tl«N l lHNCW l 


Ml* 










Mir 






uiinli 






bUlMl 


*fu»l 






































ttiui #iiv - 


IaIa*, 


li _M 


li J 1 H i. 




till 1M ft 


hv)ii 




12Hwl 


121JI 


■ *. * 4 ■ A # 

JiJJfH 


U!c> 




kti&ki 


lvf*g 


Hue 


i ii ■ 


SMWlf 


1 1 1 1 i i 




i!2Wi1 


iov» 


MW 


Hi) 




llftl } 

M 1 


li IA JL 


Ill/Si. 


In.MV 






Mil)}. 






l*?!»i) 










A, j ft 

wo 


it tit 


*)o»»i(i 


ft A i II 

|f|»0 








*«o^l 




llfcWi. 


i 
I 


?) 


b 


ii 


ml 


j; 




iii 






2 




J 




2 


2 


lb 














fM^.u.f! 




M 






UtMJ 


IJC 


ittiti 




it 


iiii 


VI 




Ifi 


til 

516 


sit 




ill i> 










ii?) 














ft ik 


21 




1)2 








u i | | u Li 1 ill || 

K/TmNiIiNIt 


























III 

"IS 


iftti 

r-I6 


50 


1)3) 


ii tiii 

HUH 




i. it|* 

|sOr JO 


ICltO 


32 


• ft Jk a 


iii 




rvM 




13 


2W 










l> 


MOi 


i\i 


M«>«f) 








2 






•53 


n 










? 


\ 




i 


Oil 














iffr WKt'f 


lMf7 




Jl'to 


?i»p2 




j ft 4 




!_■!"* 






IH 






MM 




MM 


WW) 






l"M'i2' 


3«it 


I2H105 






COJ 


to? 


l«SI 


i«»i 




1133 


f ft 7 % • ^ 

51*1)2 




Hi 


1W2J 


ii 




t 


1* 






i * 1 1 

1!?! 




it!! 




2 


l»0 






-i- 


i 


^ 


I 


»I3 








1 


iii 










ft*. 


)kV 


1 1 * 1 1 A 


sin 


i * i i / l 




Ml 


!))o^ 


i«i 






































iii»ii 


I'Mijv 








Mlfiil 




2MC 










Nivii 




IWiJ 










iiiii 


jivfijo 






ii 


tf 


30 


35 




H 


til* 


121* 


. i 


...i»i 


2 




1PW 


3112? 














Jlv 


2*)T0ti 


l)»J 


»".ivv 




l ?t6i 


Hio 










;*iM2i 




Miiiii 


k 2»» 




(A I'd 


f7*ft 


HI? 




\im 






2iWi 


»t2 


IMiSi 


iii 






iili 




•ii 




3vt 




liJW 


111 


2H«I 


»i0 




















ttiUl "1 




mm 


I*IJ!S 




mm 




lPli*1« 


W52»j 


1)31 


31)011! 


IMii 






2JW0 


(Mr 








)^C»|l) 


12K*«1 


lt» 


»;)>2? 




wins 


iiwi 


30*20 


iiiii 


iiw 




111)1 






jti 




i»iu 




19)03 


2HI* 


JIM 












»*53 


2«)3l«i 


13*1 




SHIS 




3<M 












m 


mI22) 


2)11 




1W0 


)2i>* 


Jill) 


iii 












»>102 


22»2 


C«*NU lulu 


iiiiii 


iiiow 


wwi_ 






liisii 


•oiiiiw 


101 MIO 


2U0) 11 101112 


20411 





















MMW-lCUDim- 

m ww t-miifON-cui 

(lKj«(tJ!tiL^llU)«_ 

w-tBf-uw« 

iKi« tm iHit )f*t wn 
'.n( icvt ioNiii i« 

MWWd" UtO, <T COM 
Ml IffCLWPC (t$tl «N w. 

mmuhi mm* to 

WUOUtMfCtlftilfi 

upiuttiMtiNt-au«t 
Mentw-wmffi-iiUNti 
urn m v<3)i c tm 

lid! MTirviJftfK «'*»ti' 
m 'foco »t«#r$' «»««* 
M-00lt*-Mtu( Of Kkthtt 
10 •( IMC in M routo 

i« ipitii (titi itfiifto 

wt iNtmot m(f iti uwo 
r s trtlliWnt tCNfouito 
w (toitt t»iroii*iit 

mUD.-MMO-WHt'l-W' 
UUD{ KMril) t» um 
sru.inc I) tW rniwiH) 
4MN 



K data Son* ttW' to 
m KNtomto rop iiwt«. 

K'MIlON IN tut '011*1* 

m 

RVin-mii-ff m - 
*(»io«t»io» w tmi 

ltt^-|« HiiWf- 
HA-iiH-Hit'ktyi-W-ltW 
Of MOMUHOll tl teHAttV 
tOtVtiOO.OIlt l«(tf». 

4l»»»tO. 



man hi m i 

m» . mum m m ■ m * w» wiS rail nt m 

lllllllllllil 

ifltftfftllllllMHV 



inilif 

iiiiitillliiill 

TOTAL UK 

"^^ -"■" ' ■m m im m^^; ; : 

IllllilllPlil 
Jiiii II Ilium 

, lw ' Z5J ML 

1 1/| W««Hi*I l B l |j»a 



ERIC 





ERIC 



115 



112 



chart b 
TABLE 1 

Selected Wl t cons in Stat istics 



Persons oT Child- 
teat inq Ago 

."arrives. 

% line 2/lihe I 

fivbrces 

% line 3/line 1 

Live Births out 
of Wedlock 



*«>pt fty Mother 



1966 
724,000 

28,4:37 
3.9% 

S,2?3_ 
.73% 

4,538 
2,904 



1976 



1961 



1. 032*000 (143%) I, 200,05* (16€>%J 



36,024 (126%) 
3.49% 

14,579 (275%) 
1.4% 

6,999 (154%) 
6,453 <268%) 



AX, 114 (144%) 
3.43% 

18,459 (349%) 
1.54% 



9,961 {219%j 
9,486 (327%) 



50% of children born today will liv« with a tingle parent sometime 
before flqo la. 

57% of children living in a household without their father get ho 
ririariciai support rrom their father. — 

29% g*t the coutt ordered amount of child support. 

14% get less than tourt ordered amount. 

nf the 411 w *° « ot support, the support equalled 20% of therf tc'tal 
inccme : 

Own mother income 5595*$150 child support - $745 150/745 - 20% 

Assumn^the mother kept 50% of her wages for herself, she paid 5298 off 
her income for chiM support and got 5150 from the father. 
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Miasurewnf Mediation vs. Litigation 



ratip-Jitd w/cust'viy arr*hg«N»ht 94* 86% 

Sdti&iLed w/itohey and property 

settlement 100% 49* 

Satisfied v/decision to get the 

divorce 15* 



TaflLE HI 

change In Poverty Households lh Wisconsin 1970 To I960 



Below Poverty Change 





1970 


% 


1980 


% 


•s 


« 






5.7 


41,369 


1.8 


-14,J97 


-26 


M*W- wVChUd andrr 30 




4.6 


26,720 


4.7 


♦ 660 


♦ 7.5 


YvV *|e Headed 


___ __23,5C>fc 


26 


36,288 


28 


♦12,722 


♦ 54 


~r*r ilr w/rhi Id under 


I8(lub)19 # 31^ 


38 


3_4 J C. ? 5 


38 


•♦14,756 


♦ 76 


; i ir.tj w /ch i Id under 1 


(sub) 10,877 


54 


20,677 


61 


♦ 9,800 


♦90 


Over Av^ Household 


24,463 


14.8 


6,924 


3.7 


-17,539 


-253 




total Households In 


Wisconsin 






1970 


% 


1980 


% 


* 


i 


Jr. Vcvcr i y 


79,683 


100 


77.657 


100 


- 2,026 


-2.5 


J n Wificors _ 


1,077,475 


100 1, 


,210,640 


100 


♦133,165 


♦ 12. < 


FcpmU' Headed 


89, 960 


100 


130,783 


iOO 


♦ 40,823 


♦ 45 


Male Hraded 


987,515 


100 1, 


,079.857 


100 


♦ 92,342 


♦9.4 


Pv*>r Mr i ^ 


164,854 


100 


188,906 


300 


♦ 24,052 


♦ 34.4 
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Executive Cua m#r* 



FJ , _ C *?* 1 » • ATDC cMc.lMtf exults stable prior 1 6 Implements! loo 

V«_clo|t4_#k0Mt 3*525 AFDC tftsee/mdnfh it* added stout Sb* ialf 
mufiber Id approved »*v applications Or fey opening in AFDC cast for a family 
already on food ifempi or Medical Aealetance the prrvloue month. 

•torn October I th rou gh March 31. 19B2, ve cloeed aubetentlally more IfDC 

_throu$h_P«c««V«r vara icnul moot ha for cloture 
«i^«« J#il7_CM*§/»oath t«_ January, February, end March of 1M2. Ifce 
three mooth* of 0*M. That U a total of 12,036 additional clot lame 
of AFDC caaaa attributable to OBRA. (tee Append lit i) 

The cases closed end effective In reducing coata were atepperent caaea 

at an average eavlnga of $3U/caic/month or $20,22 ml 11 ion /ye «r . 

A» ot *>«* 50 7 relatively high vage career* v* re permanently eliminated f roc 
AFDC at an average aavings of $13S/mohtn ot $1.1 million/year. 

The «1* ease* permanently cloaed for excess assets and/or maraee auto aqulry 
averaged $335/month or $3.28 million/year aavinga. 

??_ •^*fi«io«il_.Sj ejliijou per year was reduced by changing the eligibility 
dM*_»LPi*£n»nt_ women froo verification of pregnancy to the eeventh aonth 
of pregnancy. (See Appendix 3a) 

The removal of the incentive after the fourth month of coniinuoua income 
€ ^* 0 !*i ,cal ^y_ ,n ? u1 ^ *? v * ? a y*^_"^^y »3f ?«^ucirig granta for those 11*374 
ca»*» vhu icuieitice eligible aflei Feituciy 1, 1962. 

the lirat aioriin February shoved 12.75 percent With no reduction; 62.b 
percent with a reduction; sod 24.6 percent vlth a grant increaae. This vat 
M AFDC M oct aavings of $273,775. 

B> March, 34. € percent hod grant increaae a and the "AFDC" net eavlnga 
dropped to $70,t01. 

By April* 1982 v 41.3 percent had grant Increases and the "AFDC* net aivlnga 
was $10,558. 

Vt stepped following this group after April but aseuci*»g Vwiii«e*4 »•* 
savings it the April level the eonuallte "AFDC^ net aavlnga were 1450,000. 
(tee Append lk 7) 

t btal a a net AFDC eavlnga of $ 31.05 aill ion dollar a. (See Appendix 
*?J_*?^*«r^ i»emme_ reduced aaareeulf of the loaa of Incentive a 

<or work penalty) after the fourth month of cootiououe mmplapment. 

Income earned by AFDC no»aeholde dropped $B7.« million per pear ma a roauaC 
of OIBA. A maximum of $43.$ million caa be attributed to |me high mage 
aarmaro. 
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5** ,f *!L •! *** to ••t»U«_*M I*tt Mcihii of the f tf tb 

•••1*1 #f l ttC ***I*?fi _t*« ii_tr»t« MciMli if of 

um»/jriif. for tfcoo* cam YiuUiif rtttltte; »oo Ape*«?l* 4) 

n« rwtotii ellglblo im tc«aehel4# Xoee of lMMtdro dallar* ($24.94 
la* rooted /*o4 otioce by |7. J »mioe. 

Therefore, the effaar* to* £be $51.. 95 olllloo ia e*vlBgt n tocreeoed treat* 
cf $13.i ainicm, *44«d fooi ^«a^* 0 f $7,5 alllles, »p4 Uic taui 5* It 
•111 Wyaar for a Mi OIH a«Vi*M of $5.15 alllleu. i%UM aUUo* - 
$24.0 all 1 loo * $5.15 will toe) <Sec Append**. JI4C.) 

Mg_T«ip CAN STllX IE »^^SgD IT KrTVTWIWG P<E iWCPaiVt a^lCl T«g fOtTCT 

MONTH " , rT " 111 1 1 

?« n »*«i«yrfc*«t©««i* _'«ti 2* jttrcent toM part»nt of chair ATSC feowftaho2da 
Vl?fc_*«™**_i*c**e. ?oo>r_ve «r a a** raging tl percent. If the 
f«in«tltutlott_of the ItKtftUv* got ^cooalo beck to &4 pare* at vie* tfc« 

• *ao currant low * v.raga *a g «. of $51$ 00 vocid t^aaf IU.H Billion if 
thie $24,9 ntUfo* loto, tod tin* *Ffc£ rcctyfento would hova fiUfj a til Coo 
Ooro to apand. (St* Appandlx J) 

If . l*?^ifCOBiio_AfDC houaahold want back to tbtilr pravloue overage earnings 
$V14/Bc»th th« savings wow Id bo $50; 4 niUIon for the Covarrweant. Tha «Jt>C 
household would have $70.74 oil lion note to spend* (Saa j^pondix 5A) 

A Icoa optUiarlc a^actattoa would be government oovtnga ef_$24 to $21 
Billion vith the Am houaehejtf having U5 etfiUaa to $12-4 aUlllon nora to 

• penal, 

©ur recoaaaemdetlem la •bvlooo va iront e VUUaTUS not o £0S*VH$E eltaatjoo. 

Tn* EITC end the re^airOoont to So o prospective toot of eligibility 00 tke 
l!^0 ptrcaot of the ttandard *hov no o*l**nce of savings. 

•1 ****** 0 *_*****_*Mwi r ^^ ^_«Soii<j_hoye see* a change to 

l*hgth of tioa on AFDC, A* Append Is 4 show* there haa be*ft no cha&ga* 

The y are coatly to aon&nisirate as* will produce wore arror* U the uaaful 
psrte of the Te(^treoent» botause new stiff vJU ftoafwec retrospective tSaiea 
with pr£*p*ctiv« rulce. Vo »tve«ij thd*« feat of e« b» «;ui»*t«W 



Sir Stakk. Mr _j._\-im^* ; ll. 

f*>t me w>k you one qaestio*! oh diitd support: 

J am JnfcwsU** in what you are_ doing. As you know, we oire 
marking up a bill thus week on child support in my Mjbcommittee, 
l\> you have any withholding of State income tax refunds in ymxt 
Pribram? 

. AIjc. Sft:MSKA& Yes; we do, Mr. C&mpbetl. We withhold both 
AFDC and iwiv.Af !DC cfUld. »upgort cases _from_ our State _ income 
tax: und we have a relatively high State income tax: We go up to 
about l\ 4-^rcerit maximum, but you get then? very early lit your 
inoSiiie level. 

. Campbkix. Novv 0 whw*a yb« hold them, thai is only when 
there is an arrearage to l Withhold ^ State income tax? 

Mr. Htcmbras: An arrearage in e$cer s ? of 

Mr. i'AMm:u. Ti>e l^rcerttii^ ihat y#u are withholding frbni 
both working parents, h%m hag that worked out for vou? Does it 
encourage them both Jo .work or one hot to work? Wraal foas &een 
. V ^^L***L^^.^ with that? 

5r!r Sn-MHRAs. We &re reaHy just beginning with that: 

Sir. Va m pbrlu I hoiic 1 ?. you are setting up your test prc^n»m. I 
didn't know whether you fe*d -©r not. 

Mr. Sri mbkas, We are saying that we are going to do mandatory 
^Atf^ * '^b^ the filing of^a separation or a 
divorce We are going to do it ml a standard payment level, 17 per- 
cent for the first child ^ 

We anticipated and have jiujw- finally received the x-oncern from 
the absent fathers that m fact* they are hot going to have much to 
sav ateut this, that sot-let? is changing its attitude and saying, 
"liev, you kve to pay for the children/' It is their right to this, 

Wc 1 ari* _tr£inj^$.a oeai with them at this point on the pother side of 
this equation that says ves, and you m a parent have an equal 
rHfhi to a meaningful Slatiohship with_ that. chil_d 3 ^_we are also 
having to work with the judges ^nd the attorneys on the whole 
question of cu&tody and how do absent fathers deal with children? 

You don't deal with them m 2-heurs every other Sunday. The 
cHSJdren have to Jive with the father, have to live with them for 2 
or or J days at a tip*. I can't have 'a _H)-minut^meanin|^ul rela- 
tionship with my five children I can't get them to sit still long 
erkiug'H for a W-nrinute^nieahm^ five of 

them together^ let alone to have 3 hours on a Sunday taken out of 
their time.. They would ^arn to hate me very quickly if 1 did that 
witVijn my family. 

Mr. t'AW^BJfcXL^ Let me g<a back to the other. I appreciate the rela- 
l»OTjWg.__and J_dten*t think there is any quest ion that that is a 
tough issoe and it is well left to people in the States. We can't 
decide v.Ho S a fit ^r^p* And who is not :_arid who is really a 
p^rejy* iind who is not. That is up to the States themselves to do 
that. 

But we are Interested in looking at the withholding of wages. 
Yds* state the withholding of wages from both parents. Explain 
that to rile if you have a husband that has gone, ^ou withhold 
frotniiis v?s£#s and it is paid, and who is it paid to; No. 1, directly, 
attd; No. 2, if the wife Has the children arid she is working, you are 
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riot withholding from Her wii^es t<x> even though wiw is keeping the 
child-fen. are you? 

Mr. Stimbras. The withholding frointhe custodial parent is riott 
in place yet, and probably will hot be Tor at least 2 years in Wis* 
coosin But what we are planning 

Mr CampbkLL. Are you planning to withhold from the custodial 
parent?- 

Mr. Stimbras As well, yes. That will not occur for 2 years. At 
this point we are going ft)r mandatory withholding Troth tfie absent 
parent on a standard percentage of gross income that will be with- 
held from that salary immediately. 

At a point in time, 2, i% years from now, when we go into a pay- 
ment minimum that says if a man has $SM*09 and we are with- 
holding 17 percent of that, that is $;U(K). If he has a child, we are 
saying there is. a &i;5G0 minimum level We would supplement that 
by ? 1(H) wit h State dollars. 

Now if the mother [s working, we would take half of 17 percent 
of her income or percent of her gross income and withhold that 
also; 

Mr. I AMPBKU. Would that only offset against the supplement? 

Mr. Sti mbras That \vouid offset against the supplement if she 
had any kind of earning that went more than $100, there would 
be no supplement. So if you get into the larger family sues, sizes 
two mid three, the custodial parents* income would offset the subsi- 
dies, but in fact larger families would probably still have a subsidy. 

Mr. Casii'wkix. My time is almost up, but let me ask you this 
final question. 

_Y<>U are cp/nvj heed that strict enforcemefit of support payments, 
the responsibility of the parents ft<r Hheir children regardless of the 
circumstance, is one of the key factors that we ha%e in trvirag to 
reduce wyertv if we will implement this support m^hanism? 

Mr. Stum bras. There & no question in mind that that can 
have ;_a very significant impact on poverty- We actually anticipate 
when we put the minimum benefit level in 2 vears from now thai 
we will reduce the first year our AFDC population 40 percent with- 
out changing the population and toive reduced 75 percent <*f it by 
the _secohd year* 

Mr Campbeix. Tltank you. 

t'hairmaii Ran<;kl. Bo you believe it would have any significant 
! TTII?^*??^ * f_ _ J?TQ>* J<|e _ as-s 1st a ric^, a» _ w<p do in some States, for 

families where both parents are in the home rather than just pre- 
clude them because the father is there? 

Mr Stxmbras; Yes 1 think we probably should do it for both 
parents, and we have in the State of Wisconsin: 

Chairman Rangel. You believe there should be minimum Feder- 
al levels of assistance for aid to families with dependent children? 

Mr. bruMBRAS. Yeu sir, I do. 

Chairman Rancee. Well, I want to apologize to this J^neJ and to 
t hi\ next i^n^l_. The Un^ployment Compensation Committee is in 
conference right now with the Senate and jso many of tte members 
have to go over to the. Seriate side. There would foe a number of 
questions that we would like to ask the panels. But as those of you 
that were here earlier know, the full committee is soon to be mark- 
ing up an industrial development hohd bill. 
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The record will remain opeii. So, ifthere are anyihings that you 
would like to add to yolir testimony, I want you to feel free to send 

it:.. 

Yes, Madam? 

Ms ; Johnson. 1 have one driving concern and it has tq do with 
Herhie St umbras' very strong statement about child support recov- 
ery. 

I do \w\\ entirely disagree with that but I would be very con- 
cerned.^ under cbrisideratibri the high rate of black 
male unemployment in this country as you consider the circum- 
stances around child support recovery activity. 
.__^5*™j.W__froni_a low benefit State and also a State where blacks 
continue to _wbrk in those jobs that are low salary, low skillr last 
hired? fin*t fired, th^ arr tssu^ that must be a part of this delib- 
eration as fou look at chad support recovery. 

We still have considerable work going bri in Georgia where sala- 
ries are below minimum wage in the turpentine industry and the 
like, that represent the opportunities For work for black inen. 
._A:toa!rman RangkIm Well, where would you have a problem? IF, in 
Fact, there was no income, then of course there could be no recov- 
ery. 

Many of my colleagues in the Senate have tried to have me to 
believe that the runaway pappy bills, as they call it over there, 
coyld do a lot to alleviate poverty L Xh?_.^robJ_e_m__iSi just with teen* 
age pregnancy, that if you catch the runaway pappy and he is a 
kid todi there is not much recovery. 

1 think we ought to stick, Ms. Johnson, with these conservative- 
sounding principles that we have to make certain that the Fraud 
11 n ^ * he nHsnianagemen t and the rea>very_ and those people that 
don't want to fulfill their responsibilities. But if you are broke, if 
$'9 U are untrained^ If ^pu are unskiH^ if you are teehaged, if you 
are black and if you come from a State that is going through a re- 
c^ssjpn, thf?h all you are doing is helping the lawyers and the 
judges to run through eases which they can't recover in. 

I am certain that Mr Campbell and I agree that we wiant all fa- 
thers and in some cas^ nwtners to_knw_that_t^ey_hAw a moral 
and a legal responsibility, and we want our administrators to make 
certain that thej/ are ehtprciM_^ldltjn^ law._ 

The problem is that you find one person that somehow has been 
intelligent enough and moral enough to manipulate the system, 
and they become the symbol. But I know of nobody, especially the 
social workers, that don't Teel more strongly about being severe in 
the enforcement of those people that feel they have rib responsibil- 
ity to their Families. 

M^ Campbell. 

Mr: CxMpaEtt: I would just like^to agree with the chairman's 
statement in closing. Our effort essentially is that within their 
means* the parents have a responsibility for the children th»ey 
bring into this world. 

We have been i working for a long time w who 
have not felt they had tfiat responsibility and we recognize all the 
circumstances, but that is the tot^m line. 

Chairman Ranger Now, I have a problem as to what pressures 
are bri fathers where there is rib assistance given to the families by 
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State law where the father is in the home: And to me it seems a 
silly thing to do, to almost encourage a parent lb leave a household 
where clearly they are asking for a little assistance. Even where 
there is mandatory work laws, I would support that But it just 
seems to me that you should hot have laws that would encourage 
people to leave somebody alone in order to be ejigibte fi>r services. 
_ So again, I say oh behalf of the committee, I apologize far what ii 
happening. 

I am glad that the cochairman of this panel, Chairman Ford, is 
here. lie has had a terrific setback in health and is recuperating 
nicely;- which shows thnt even young people can have heart prob- 
lems. But he is responding a lot quicker, thank God, than some of 
the older members. We welcome him here and hope that he takes 
good care of himself: 

Thank you very much. _ 

We have another panel. The Brookings Institution, Washington, 
D C , Gary Burtless, senior fellow; American Enterprise Institute, 
Jack Meyer, resident fellow, director of health policy; from the 
Joint Center for Political Studies, William P. O'Hare, senior re- 
search associate. 

We thank you for your patience. We want to advise you that 
your full statements will be made a part of the record and we hope 
that you could summarize your statements since we will be work- 
ing on the ^minute rule. We thank you for coming. 

Mr. Burtless: 

STATEMENT OF (JAR V BURTLESS, SENIOR FELLOW, THE 
BROOKINGS iNStif UTION 

Mr. Burtless. I am honored bv the invitation to testify before 
this committee. 

In the jj^t year, the Nations unemployment has risen to new 
postwar highs, but the number of Uriem ployed workers collecting 
jobless benefits has remained surprisingly low: If we compare the 
recent recession with the recession in 1974 to 1976, the contrast is 
especially striking: 

Durii_ig_ fiscal year 1976, when unemployment anireal spending 
on jobless benefits peaked, there was an average of 7.6 million un- 
employed workers each month^ About 5.6 million of those workers 
were covered by unemployment compensation and the Nation 
spent nearly $31 billion— 1982 dollars— on all unemployment insur- 
ance programs. 

In fiscal year 1982, unemployment averaged 10 million but only 
4.2 million workers were covered by Jobless benefits, the total 
amount spent on benefits was less than $24 billion. 

In other words, the amount spent on jinejnplcSment insurance 
was down one-fourth even though the number of unemployed work- 
ers was higher by one-third. The Nation spent about 40 percent 
less in unemployment benefit&for each unemployed worker. 

There are several reasons for the decline in benefits. This past 
recession was more severe than an^other in the postwar j>eribd. 
Workers applying for benefits were more likely to experience mul- 
tiple spells of unemployment arid perhaps then be ineligible Tor un- 
employment benefits when they applied: 
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Hut a more nnjh/rtant reason for the overall decline in unem- 
pjoymentisa change lii law and regulation tha< has occurred in 
the nnd-1^7<' s. State and Federal authorities have tightened up on 
ihe K^juiremerits to rj^eive re^ 

now toucher to collect benefits if you are receiving a public or pri- 
vate jx*h>ibri. 

By my estimate, claims tor regular benefits are running about 
one-quarter Lower than expected. In amendments to social security 
passed last April, Congress provided new incentives for States to 
tighten up on benefits For - 1 hat -reason^ I do not expect a reversal 
of rtvent trends in the regular UI program. 

f)th*r changes in law regulation have occurred in the extended 
benefit or EB program. Changes in the EB trigger enacted ih 1381 
have made it more difficult for States to qualify for the program. 

The effect of these reforms was compounded by the decline in the 
insured unemployment rate [IUR] relative to the total unemploy- 
ment rate that started m li*SO: The IUR is used to trigger EB pay- 
ments but because of declines in the regular UI program, the IUR 
dropped sharply in comparison to the total unemployment rate. 
The KB program has been virtually wiped out. 

Finally, the Federal supplemental compensation or FSC program 
is far less* generous to the long-term unemployed than the equiva- 
lent program enacted in the lil_74-7?5 recession. A worker becoming 
unemployed today is eligible for- a maximum x>f about M weeks 
benefits under all UI programs. That is about 30 weeks less bene- 
fits than was available in _19_T^ arid 1976. 

in summary, the main reason that the number of jobless collect- 
ing unemployment benefits has been tow is that the President, 
Congress, and State governments has decided to tolerate compara- 
tively low injured unemployment levels. 

By tightening eligibility requirements for the regular UI pro- 
gram, substantially tightening the trigger mechanism in the EB 
program and failing to enact the supplemental program until quite 
late in the recession. Federal and State authorities reduced coun- 
tercyclical stimulus ih the midst of the worst recession since the 
l!Wli> - -: _ _ 

What impact have these changes had on poverty? Since unem- 
ployment insurance is not primarily an antipoverty program, it 
should not be surprising if the impact on poverty has been slight. 

The main goals of unemployment insurance are twofold. First, 
the program provides short-term income protection to workers suf- 
fering from temporary unemployment. And second, it provides the 
national economy with countercyclical stimulus to help maintain 
aggregate consumption during recessions. 

Since beneficiaries of the program are by definition experienced 
workers, most of them are not poor at the time they become_uhem- 
ployed. Tabulations by Mathematical Policy R^^rch_show that 
only IS percent of beneficiaries are pUtfr prior to becoming unem- 
ployed However, after their earnings stop because of unemploy- 
ment. Til percent would be poof in the absence of UI payments. 
ThiK is just a little misleading because mosi unemployed workers 
quickly become reemployed andjeaye poverty, t 

However, if workers are unemployed for longer periods of ^ime, 
as they are during recessions, many will have incomes below the 
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poverty lint- over she mars*- of a year. Hence, unemployment insur- 
ance is esjxvial I y effective in keeping families oat of poverty if the 
breadwinner suffers long spells of j<AIepriess. 

Table 1 in my written testimony shows how effective the pro- 
gram was in keeping families but of poverty in 197.x If you look at 
families where the head or spouse suffered at least 13 weeks' un- 
employment, one-third of husband-wife families which would other- 
wise be poor w ere kept out of poverty by unemployment payments. 
Lprty percent of families suffering at least 2H weeks of unemploy- 
ment were kept out of jwerty by UI payments. 

Because of the program cutbacks I mentioned earlier, unemploy- 
ment insurance was less effective in keeping families out of povertv 
in 19>2 than in rJ75: Evidence for that is in table .1 of rhv written 
t^Lropn.v.. _ _ " 

Once again, consider two^parent families where either the head 
or spouse suffered III weeks' unemployment: Among families which 
would otherwise have :*4 percent were raised above the 

poverty line by unemployment benefits in 1975, but drily 21 percent 
Ui T** raised above the poverty line in 1982. 

By my estimate, about three quarters of a million individuals 
were kept below the poverty line in 1982 because unemployment 
benefits were less generous than in 1975. Most of these individuals 
were members of two-parent families where the head of the family 
or spouse suffered Jong spells of unemployment. 

Although this number may seem large, it_i& only about 2 percent 
of the number or poor people in 19H2: The rising poverty rate from 
19*9 to 11^2 is primarily due to factors other than the cut in unem- 
ployment benefits. Even though the cut in UI was not the main 
cause of the rise > jri poverty, this caused hardship for many families 
suffering from long spells of unemplov merit 

The President and Congress coufd improve this situation by 
making a permanent change iai the trigger mechanism for ex- 
tended benefits. At the moment, only one State arid I^rto Rico 
are eligible for payments under the extended benefit program, al- 
though the total unemployment rate still exceeds 9 percent. This 
level of coverage is ridiculously low in view of the current state of 
the economy. 

We should stop bur exclusive reliance on State insured unem- 
ployment rate-s to trigger the EB program. In my opinion, the na- 
tional job loser rate as measured in the CPS woulc[ be a superior 
trij|#e the national job loser rate rises above 

some minimum threshold level, the average riumber of potential 
weeks of EB payments should rise afrmi zero with a fixed number 
of added wwk* benefits for each pc*rceMage point rise in the job 
loser rate. 

Potential benefit duration should hot rise uniformly throughout 
the country, bat should bo determine! oft the basis of Stati^Ievel 
insured unemployment rates or State UI exhaustion rates. 

In order to improve the income prbU^ibri available to the long- 
term jobless and to restore the countercyclical character of the un- 
employment insurance program I hope you will consider changes 
in the extended benefit program in the very near future. 

Chairman Rang fx. Thank you. 
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[The prepart^! statement follows:] 

Statement G/ius Bcrtlesk Senior Vtouzw. The BE<JOKi%<is issmvnas* 

i ' N ESI FIX) Y M ENT iS'St'RASCC AND PCTV'EETY 

The r.jtu«;i">_ unemployment has. n***^ 1°. unprecedented levels j_n__the past year, 
tiut the numtrr <>i'>ible>s> worker* cul lotting unemployment in^rurancf has remained 
CheipKletflv low over that period _ _ 

fit-cause «»J changes in federal and slate law and administrative prtactice. and pos- 
>;b!v because fewer unemployed wbrfcers were willing to apply lor available benefits, 
the fraction of joo le^s w«*rkers riwvjng alMvpes of unemploytnent benefits wi^ 
**!*^r»n_i^lr^2.yjan .in any other postwar irei^esfrion. The con 

in the i*Ci-7ii recession . i»_e»pe^Hv rtrijtin^.jn fi^l vea_r_ liCfi about three qwar : 
tef> oJ _the U nemo loved w ere «n,er*»d by urw^pWrrv^P* CVTTiperiaticr.. In fhcai itsT." 

only 12 percent were covered by compensation. 

The countercyclical stimulus provided by unemplovinenl-insuiance was-also much 
lower in the more recent recession. a» s>hown in Table ]. Iri fiscal year 197^, when 
only T »v milium were unemployed, the nation spend almost $31 biHiofi <JJ**- do31ars) 
<>n alt LLnemj>loyrnent^n^urance programs^ Lit fiscal year, when unemployment 
averaged l_o million a month, less than #24_bijl_ion_was .spent on _ those programs The 
:«ffi<»ufif of iiMintercycIical stimulus dropped by _ nearly. or.e~fourt_h_ t£jS5igh_ the 
number <>t uhem|4oyed- workers was higher by one-third. The real comprcnsatimn per 
unemployed wurfcrr fell by «>ier 40 percent: 



Mil 1 USE VPLOVWENT INSURANCE OUTLAYS ASO BENEFICIARIES IN SELECTED FISCAL YEARS, 
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_. nwj^ rweM^^^ Co^mba j?< Pwerto Rcaj. UCX UCFI. and (j*oaJ 

«MSii inciudr a*J Stafr wtwart teWJtt i[Bt pnf #ms. twt ttctuOn fS§ and SUA ^»?»ftf5 

• HjOwi, ntmiii* ... _ 

* late $ w# a*** 0* Ul »n JM^v cw*a« mwnpnj|K»»ttt 

W»s 8^ «)» r*4Jm«_&*^iS-!f«i^t« bxaL li// IWI. 19*? IW3. mfl ::5«a OS fcparnwm of Later (mptormfnt 
4^! tj"m£': <»»^ (sum) and icemmc ttfeutor* tvyiau!» iumts) 

Th*^ 0^>vel()prT>eht8 have caused hardship for many families wifh. unemployed 
workiTH and Jiave cohtribute<l mooestly^td t^hej*Cent rise iri the nation's ^poverty 
ratf _ln my jf*t»mon> today \ . wjl|_addrei« two separate issues related : to-thi* o^v^j: 
opment Fi r»L based u .pon my own resea pch fi nd i ngs. _I wUJ t ry to r Ji : pla m _w hjr_ the 
n umber of jobless workersjc^lk»ctin«: JJnempjoj'ment compen»at»on has remained so 
low 1 S*«cond. basing my conclusions in part on the research findmf* of others, I will 



_ _ _* Th*»_ vje w» _ f ■* J>rn**ed_ here _» re m>iej^ _ t h«we_ <>( _ _t he _ tut hor • f?d_ _ not necess* ri j y those itf' the 
Hr»irA»nK?» inKtinatK*!. its truirteeii, «>r any other Brooking •ult members - _ 

rhnwtine de Fonten ay of Bn>r^ingn and Deborah S ^areh of the University of Michmah prts 
viiM v.fcJ w*SW rirt stiar ^ the ^rfra*ff»AAc«\ «if tW feiljjrwaffly — _ ; . 

, r»ttry--Burtfc4w,--Wh£ l» InnurNd Um-m ploy men t Si I/m' fir<n>km^>t *>pem on Kcom>mic Ac- 
tivity; liwci 1; pp Zi.V 



1st 



J^^jSTaW: b n ^-\^l ?!^Taij?^^J* unemployment, insurance system serves 
^ nri P^^.v objectives, amj how recent change* in the system mav Have affected its 
anti-poverty effectiveness 

Tk*- fii'Tdlur /Jn»p in lfifiurrd UnerripLrymkrit 

_S*nce ihe nurafcf of persons receiving unemployment compensation benefits 
ha> been [unusually Iw relative to the total n umber of workers Josing their jobs. 
Three programs are involved in iJitSj^ejopment: ^the_baa.*c federaJ -state program 
«rt-guiar L"l». the federal -state extended benefit program <EB>,, and the federal sup- 
plemental compensation program iFSO. The regular U I program pays benefits to 
eligible unemployed and underemployed workers for op to 26 weeks: The EB pro- 
gram f«ys .benefits for an additional i3 weeks to workers who have exhausted their 
regular benefit* and who reside in stales where the insured uhempio\Tneht rate is 
abuve ihe required trigger level The ESC program pays benefits for an actional * 
Ui 11 weeks to Workers i »hd have exhausted both^ regular and extendedj^eiits. 
With the duration of FSC benefits depending on the level of a state's insured unem- 
ployment rate 

The number of _r*V l P*en_fci _°f ^ r*^ja^U] h^_ been, surprisingly low since about the 
middle of 1!*ho [ e>t imate that over the past year and a half the n umber of regular 
unemployment beneficiaries has been about one-quarter less than expected, given 
the. number of unemployed job losers: Thia implies that about one million^ [ewer 
w«>rVr* h.i\r receivrd benefits in a typical week than we could expect on the basis 
t>t the nation* pri<>r experience with the unempto>ment compensation program._ 

T. h ".V r *' Ia!lVr ^ r,> P in !n ** number of regular UI beneficiaries occurred for a variety 
iJ * rt%1>on? \ ^ n *'_ ?, *_^ VT l \y . an ^_ ur ^l* on _ _pf_ l H* :_ r ?pessipn meant that many workers suf- 
tmti multiplr >pell> of joblessness. Over the period ijfH-Ki for example, a growing 
fT^M^.J^\jV^^\.^\W^!^/for UI benefits had recently received benefits at the 
t»rne the> > Jilt d J heir application* Jf these workers were found to be eligible for UI 
benefits, they ordinarily were eligible to receive fewer weeks of benefits than initial 
claimant* without a recent spell of joblessness Hence, the^typical initial claimant in 
could expect to receive Temer weeks' regular benefits than the average ini- 
twil claimant in earlier mres-sibhs. 

re> * ,; * rcn also shown i that t^ number oflnitiajJQ 16 to 

■ * percent in t he la*i two >ears This relative drop in_ applications for benefits sug- 
tfe*t* rit her that frwer new job losers are eligible for benefit or that fewer eligible 
l^"r^_anvU>tneririg tp apply for UI. I am v^ry skeptical that there has been a 
sudden drop m the willingness of otherwise eligible workers to apply for benefits. 
K\e_n if there has been such a drop r I do hot believe it provides a major explanation 
for the drop in initial and continued UI claims. 

We can a\m} reject the hypothesis that unemployed workers in the past recess^ 
wi-re «>mehow different than unemployed workers in previous recessions, and that 
difference meant that fewer w jpj, 
loser* are known to have lower ^ eligLSlitX rates fpr_U j. For example, job losers who 
* Tt ' voun^. temple, or work in service industries are less often eligible for benefits: 
But there is no evidence that a higher proportion of the unemployed had character- 
istic* associated with low eligibility rates in this past recession. We also Jthbw that 
job In* rs w ith little work experience will have difficulty qualifying Tor UI benefits, 
because unemployed workers he*«d a minimum level of base period wages to receive 
conrpt n^ition Hut my evidence indicates that job lowers in the past recession actual- 
ly had Nome.Ah.it more work experience than job losers in the l!*74-7#t period, when 

i hi- a fjpj icat ion rat v for bt'HrfiU was sign i ficantly higher. 

..'^ .fn^.'r ^>>^.H. .J*. J .r S.?P»P_ in_initi»J UI claims in the_change_in III law and regu- 
lation that ha* occurred since UOj. In my view, this in probably the main reason 
!J) a*_n ew a ppl ica t w ms_ for benefi ts have d ropped . Some legal changes have occtj r rpd 
at. the.fedVral level, but many changes *ere instituted at the stale level as state 
governments, n^ponded to the recent fiscal crunch. Among the major UI changes 
Mince the last recession in Vtfi-IT* have been the ' following: the imposition of a high 
implicit lax oh pension* and bid age insurance; the imposition of federal taxation on 
UI benefit* for higher mcome families; the imposition of interest ch^ges^on Weraj 
[l>ans to debtor state UI programs; the tightening of eligibility requirements on 
workers *ho voluntarily leave a job or who La re_djsch a rgH 

^ r i'^.r f .^!0.n"^P> f° r _ Ui dajmants; and restxirtions on benefiu io school ^Diploy- 
•?!^ **}o _d*»_not work during wJwx>Lh_oj id ays Individ uaily,. each cflhese changes may 
h^iy a ^yf»i sfKiir^e rationale. cr/3/r<ti*eiy, f&i^ changes have tended to drive down the 
application rate for .Ul_ benefits, or to reduce the amount of earnings replacement 
available to jobless workers. I regret that I cannot estimate precisely what effect 
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each reform has had on applications and benefits paid, that task is beyond my re- 

sources, _ _ _ 

The relative drop in the number *i_Tvpi\ar V\ .recipient* has d*_r^J> 
injured _un^mp:_o>mtrnt r^teiiL\Rj^hich_^rve5» a* thebasis for truj&etjng extec«QVd 

I I tn-nefits 1/ I a ro correct that the number of regular V\ bewficiaries is dow n [ by 
one^ barter: then the fi'l T R is also, about one^uarter_ti^!ow. As _a result,. tewer 
>tate> have had a high e-nough JUR to qualify for EB. payments. _uind states. qua!_uV 
i-hg tor the -KB program have typically offered benefit* lor h shorter period than 
thev vfctiuld have in previous recessions 

The KB program hiis ai>o shrunk because of significant changes in federal law 
rrttil li*M the KB trigger rate v?a» computed by including recipients cjf froth regular 
and extended benefits in trie count of injured unemployed T Recipients un^er the KB 
FL rt Vram are how excluded in computing the trigger rater ifleclively raising the 
lr\v\ *A unemployment required io trigger ott Uie pfogfdTn- AUv uk-i&tc l the KB 
program had a national^ trigger that permitted ^aH states to offer ettened benefits 
whenjhe national trigger exceeded \J> P^rcerit. The national trigger was elimjri^led 
in Ikginmng In <M«^r_ 

states in which the_ |t 'R_exceed* r i percent a nd js at least _ US) Pftxent erf tr^ c^^ 
rable level in the- two previous >ears _I^tes_may also provide ^nefits when the 
It'K reaches '*> percent. tv^a_rdle^_otthe_rate_i_n previous years Before October lifr^, 
the KB trigger rates were one. percentage point Jower.__ 

;-V» a. consequence of. the KB reforms enacted _in_ 12*M and the relati ve_dec line it? 
the ll'R t»*giririing in \*J**K a smaller number of states offered extended_benefits in 
th** past r»ve»mri than was the ca^e during the recession m the mid-iy7_<_K For ex- 
ample, at th*- end of VJ^'l. when the civilian unemploymenT rate was 10> percent, 
<>nlv founeen states with particularly high insured fates weft offering extended 
benefit* It the pre^li»M law had been in effectual! fifty states would have been par 
ticipating. a> the} were during mucti \ of the 11*7^-76 period. Over the seven i quarters 
fro m J a n uary 1 ' * - 1 t h roug h Septern ber I ^-*'*&ly_ average of oh ly U KJIJ w -bri- 
ers was cowreu bv extended benefits In H»7.»-7fi, when the number of long-term job- 
less was . percent lower .J he number of workers _ recei% in^ exter^ed benefits was 
more than Mj percenj higher— I^?P?rtJhat 
the relative drop in KB recipients. has become even jnore^yere^s 
last v ear because the UM reforms in the YJB_ program onjy_be^me fuljy eff 
after that month Currently, only two states plus I*uerto_R*co offer extended bene- 
fits, though the unemployment rate still exceeds H percent . lt_is_th us clear that jhe 
KB pnifc'farfi hb longer serves its pHmary function as an automatic stabilizer during 
>pe!l> of >t*vere and pfblbnged ^les>ness: 

I'ntil iXnober the nations uninnplsyroent insurance jsv-stem offered no 

income protection beyond thirty- hi he in those slates qualifying for extended 

benefit* and beyond 't Verity -six weeks in states hot Qualify iBg for thoi* benefit*, 
Thi> was in marked contrast U> experience in I9T^-7h whvn federal supplemental 
b»*riefit» 'KSB 1 were available The tSB program began in^Jahuary 1975 only a few 
months after unemployment began its rapid rise in WJ. The program extend««d the 
potential duration of unemployment benefits in all ^trttea ^by twenty-six weeks to a 
total_of about sixtvTive wet'ks During 1!»75 and l!j7n. a w«-ekly average of 1.4 mil* 

I I on ret' i pien t s w e re cove red by FSHL or about 1 4 percen t oT^ t he average h u mber ot 
unemployed, the federal supplemental compensate 

el lect in ()ct nber 1 '^J, i>_ *i m ilar _ Ln many_ respe<^ts_ to t he earlier TSB j>rogram. 
except that the benefits are of much. shorter duration and var> in duration accord- 
ing to each state's insured unemployment rate^ __ 

In summary, the mam reason that the number of joblf^.ojLlecting. unemploy- 
ment benefits was l«>w during the ^ec^ion _was_ that the Pn>.idenJ A i'<K»- 
gre>s, ;ihd state govern mr-iits have decide to lolerafe comparatively low insurejd .un- 
employment levels By tightening eligibility requirements for the regular Ul pro- 
grams. >ubsUhUally tightening the tnj^er mechanisni in the KB program, and fail- 
ing to enact ii supplemental program similar to the one available in l!*7. r v -77 ontsl 
quite Lite in the rtHressioh, frtferal and state authorities esst'ntially denied jobless 
benefits to a large fraction of workers who would have been eligible to receive bene- 
fits during ihe K*7iis Many of the specific relorms were sensible. But the overall 
ellect and timing of the reforms were quite unfortunate The nation significantly 
reduii ti the amount «<* income protection and countert-yclical stimulus awiilable 
from _uLne_n^)l*)vm«'nt corniM-ns;itior ( in the midst of the worst economic downturn 
since the<»reat iVpn»ssion 



■Thus. th#- \ritiK*-r taU> un"J b»4«hi l'JsJ.Was.i^if JdeAtical to the puhlisheij H "K. which r% 
i llidt'd r«*ipieht* of extendi bewti'U fmm the nunwrntor 
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l'i\~rmplit\m»'*il Tn.*urctfu*' anil tfcirnl Virtvrty Trends 

The drop in the tract**!! <rf-uh«-rnpU)>Hj iSbrtrts reviving jobless benefit* raises 
^rti/u* iiutyuon* a^xjut^He ^f^liv^^ **T un^p^'merit i^unirv^iii^pnX^ing 
T'M^Ab" ! ri ^"^w*» * severe reofsbiona. Brfqre ; jron&iderine trie ant*-puvrrty jmjpatt 
'9! tbr _ UI I«* rn p] 0 > n l 'Vin^runce system, it is worthwhile reflecting upon a few biisic 
chararfrrtoiics of i: program. 

. l'riempJ»nrn«rnt insurance ia iwC primarily an anti-poverty program, ribr should it 
he solely evaluated a> »urh: The two principal goals of the program are to insure 
rxprr«*hiVd wortrrs ^aih>t ternporary- earnings w^es arising from unemployment 
arii to provibV th«- national economy wrrft ^fTrctive countercydicaj stimulus to help 
r*^****?« S******! 1 *^*?**- during rt<cv»KH i * r-fits tffider.t he_ prugram . are not means 
t^^ J^ause the aim ct" the program ji^B ^jways been to offer social insurance: As 
*uh other insurance programs, there is no requirement that applicants show thenv 
M-Lve» to he destitute before receiving benefits. 

NotHithjitaruiin^ thes*» caveats, many of th? benefits o? unernjplo^^ 
pnyrams gu ip familtefc w hich are poor or near poor, or which would be poor in the 
a ^** n ^** __ 4 >L M_nr^pjv>'nient Jjenefits. One_way to_ see tnis is to examine the distribu- 
tion of bt'p**fit> among families of different income Levels, in Table 2 families are 
divided into four famiiy types — (at husband-wife families with two or more earners; 
• hi hu^handwife families with one or fewer- earners; id single-parent families; and 
3" >tngle individual* without dependents. For each family type I divided families 
"J* 1 " ri ^ mr 5*^> , ^_ V s .' W 1 *° of. &MI» jv incprne j exel uding unem ployment 
^"f?*:^ • i.hV k" v erty levels Thejable shows the average level of uunemplovment 
a ,rijjen>.itio_n .revetted jn P.**- by families in each class; For each family type except 
^rigle-pannt families the poorest families clearly receive a disproportionate snare 
of u bem ipl ;sym*-tit heneflts. In the case -of t*^J**rwit, two^mer households, for ei- 
iV? Pk* s ^ am, l m ln ** poore&t income class receive nearly five times t he annual ben- 
?f}\? '^-ii r^M'j by families in the highest jncoiw^ table shows 

that unemployment compensation is particularly ^distributive for fannilies with 
both a husband and *ife present. It is less redtstnbutive for sing^paftfmt families 
and *mgJ^person households because potential breadwinners in these (liirhilies are 
olteh le>« attached to the labor market and hence less likely _to becumie insured 
under the VI prj LVr^m Moreover, sjn^e-parent famjiies jare jrK>re jiMv <Q PPOT 
*vAr*7! u l?. ?(.JT^a*«^n*.<ihf f. ihan_ unernjrioyTneni. than are husband- wife families 3 
r !_of .that, reason, _ insurance against unemployment does not help as much in bring- 
ing them out of poverty. 



TA8LF 2 - AVERAGE ANNUAL I'fiEMPlOYWENT BENEFITS PAID TO FAMlLfES BY INCOWE CLASS. 

1982 
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jifnowy^fp' ijj*nppfjr«r Ui'.fif^uistwr: from mnrttrwr. ^ cfimpw*j«i«^ jtnj v»ti»f w ^ m ' , V f *' , <» W^vnts t^rt^ws (JW'^fiif 

^ijr:#a«MTiy.j)#f^ 4rtftjfl^.jt^ji*^j_*vwM» r^pocbNjJi^ «nut i aeeccfi* Him#m fh* ov^stilmmf a rot mjfl Oy Tt» 

Som!"» AuTMf s rjftK((i?ion*, using fl» m*rcn l«WJ C«"wT 



. . . 'f*)r_r xam p4e , .mtit h*-»> _in_ », > n« lf» p« rfty ij*mil te* h»* ^>r?4 c^te^l f P:Jjm_w6f tu \n& <ir tie Fi trotf 
.^1*1^ ^hort h«u r>» i n ord^r to lar^^iif ihfir^hildff'n _<hhrr Mn*fU» parent* may he pi*>r 
t*iu»r of low ^ati^ rather than urf urv^mpViyn^nt 



The fttrxi ii( urit-iiiiiUiviiit-fii <'fi the f«»verty rate has b*«en the subject of careful 
^uii* D Mcp«t tnaU-!> u,r»t t h it i v*.lual unemployment h«i=» a greater impact <jrt the 
; v pun r*v - r >unt' (i»n <ra^hu ^rijups than fv r other* Families headed 

^...^^.a^«^..n^^.J».H!i Jr^. the most strongly oriented [Jtoward [.the labor market, 
t* be mon aiTt-vtrd Than other families by high unemployment Hu^ cyclical 

m>*." : v> '.»'>. n >*'_ n T ha* - >n>aller impact on women j^in^ning._famxlie& on jhetr own 
.ir.ii ! he eldoriv. **ho have relatively loyi_lahMr Jofre .participation _ retrt> indeed, the 
• r ^ - >r P*" f> r*Ue and older drvl i ned from I . pereen t >0_ . 1 yi !# to_ 1_* ft 

>»er«.» T;.! :r* I'-e^even though there wa> a_ >u£te>Uin.tiai ri?»e_ in unemployment and the 
i -ver.jj fv^ertv cafe n**» from 1! percent, to !_■"» it percent 

L rii_ L »ubl*nil\ the m** in uitemplov rnc*nl between lV*7ii and wia the* fixator 

t«r the n*e iff pRKefty rate*. he*weeri those Iwii. year* ! will leave it for others 
To estimate precisely now much the ris** is due to ih«* rttv^ion and ho* much to 
th> reductions m ariu poverty program* enact c*d over the marine period. The h*e>ue I 
*i-h !•> ci.ihjisdlT :> the HiKiiirn*we of the uneir-j'|oym>ht ih^ri?/>ce program in re- 
diicjhg invert v when there i» h.*gh cyclical uhempltHTneht. There are two ways of 
viewing ihi* question FarM. we _cari ask how well jobless benefits are targeted to 
reduce povertv during p* nod» when workers are both i^nernpljyed and receiving 
?*Tw?it> St^nd. >*♦■ t,^ take a longer view and ask how effective the program is 
V?/P.".r^.f^n? l J , *.?.*. ,u j . .P^>^\^>'AlV^.Ah*'.v^r s *! >^ a _r- _dM_O n £ which time family 

t r ♦ a d w i n ne rs rr. a v _spe n_ d _ t ime ^ h emp Joyed and u nem ploy ed . 

5 !'7t r» ^ea fc h _bv JA»' a i t er C "o r>on of _Mat hemat ica Pol icy _Resea rc h > heds_ 1 i^ht . on 
the ; !lr>T .qae>Ti_ufi (*ur^>n u>ed_dafa from _the jf-state 0>ntinuoujs Wa^eand.BeneTit 
■ »-**j»r> < 'Wliji to .jLvertain the _income_di>tnbution of recipienU.of three types of 
I J f*>rrt"tlt> regular I I. ekt*-tjdtTi hen*-fit>. and federal supplemental compensatioia. 
Ihe !'i»f?rt»m <ate> cove red by the da to are_ not necesw»arily repreMm tat ive of the 
natiorf :» t*h«i)e: though. I hey appear to be appro* I mat el y rt prei*entaiive: The 
m"c»»me t<-\*rt* «»t the- CWfUf rr>pr>ndeni^ are pfttably. not completely reltahJei but 
thev current iv pruxide the b»>t data at Our disposal. Corson [ computed *he income 
diMriburit n «»f I I recipi*-rit-s in two ways First he computed the income ^distnbution 
iif families during ih»* p*Tiod the »af,*e earner was em ployed, and th^h he computed 
The d -Tribtti m after r he>e irmn^N cia>ed excluding unemployment benefits re- 
«.ejx*ii The r»>ait^ of hi> i.ibu!aiion> are reported in Table I> 

TABLE : HOUSEHOLD ISCGW DISTRlBJItON INCLUDING AND EXCLUDING RECIPIENT'S P3E-UI 
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Figures. in Tiible.M provide. >tron^ evidemv that t T ! is an important aflti-poverty 
program- f fir eligible, unfmploved workers dunr.g jwruids wh«-n thev.are arw»m- 
p!uv»«d Although. iihly 1?* percent of regular til recipients are hi* low. the poverty 
level In-tore I Hey bK'ome unempio>ed; trw* jw'ra'ntiige in .jwvrfty ri»*<*>i Ioi»l pi^Cenf 
ohce earnings ii»aM« (M i'ourM'. r^rt*iy uhemployid worker^ are without work for 

_ 'Sf*- Va**u1 < *himiiin: - 7>i«- UiNtrinuti<>fi^l T^ftKI* jW_ Higner. f.m'mpHiyment; JSfuDioogM 
| } 4|i»ts i in fj*>»nj»mj* \«.tivirv I »" t*^*»nd. jMipiT*' tit*^ in Khw 1 BrumL. An Analywn (A th<» l r S 
Toy. ft v jSipulHtjiin » rnmi»^>\ /WiMiint Svretary for Policy. Kvaluxhon and Itewanh, I'S l>e 
p.ir<rri> nt i if l-ibiir. I'^J. pp !«■"» 
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>h«rt period^ It'jbeir t^ imws w« ft* nx-u^urrd wer the course of a year rather than 

on ' > a . ** "rV-i J. hr 4!f**'*»t* *n r*er>' _ m >£h* _put_ v _ femii.** !_ a*****. 

an J?^"** 1 V - hn^.^Oiua^ j^wo^ers who rx^jerien^ only short spoils of unetn- 
pIoymenL jjnrmploy^^ make the difference between 

living in and out of poverty over the course of 3 year, . . . _ 

. Table 3 >bo*s> that UI could provide crucial help in keeping families out of pover- 
ty Kir breaij winners who coffer long spells of unemployment As the fraction of a 
y'vat >;*-nt without a job increases, the probability that a breadwinner's family will 
end the year below' the poverty line rises substantially Consequently, workers expe- 
riencing long spells of unemployment are the ones mobt likely to be kept out of pov- 
erty by Ut 

Table jl shows the relation^ip between the length of uneTODloymeni a^ 
ieciitenes* of UJ in hnje^Th*' first c^uran m_tjte 

tahJe iJives_t|v_number_of families of iffeveni familyr types whov annual incomes 
were r_:*i!?^H ?*hoy*»th*» poverty line. byJUI Pa>inents_in_1375._Li ooor^aijain dir 
vioVd families into the four family types described above J The nejct column shows 
the percentage of families with pre-UI incomes below the poverty level who are 
raised above poverty by the UI payments they receive: This may be thought of as 
the anti-povi'rty effect iveness" of - UI payments: Successive columns contain the 
same two hu;:/ibers\ but for families whose breadwinners suffered increasingly 
lengthy *pellb> ^uht^ployment- Fo^example. a total of l^tWJJvusban^ii-wife tw<> 
earner families vaere ra^^^bove thejwerty line by the y^her^itstjiey received. 
*jfJK J i t • Jta 1 . 1 1^ 1 ,* *• _fa rn i 1 ie> contained t_a hea^d or a spouse who suffered at least 13 
v» ee k * < yf u nem p I < »y me n t , a nd 11 A K >0 con tai ned a head or spouse who su ffered at 
leasl y> Keeks of umfn^loyment. 

TABLE : - fAVILlES BROUGHT ABOVE POVERTY UN! BY UI PAYMENTS. IS75 
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_ The percentage* i n table 4 »how i ng: "a n t i -poverty, effectj veness! ' of V l cojifi rm 
that the program \& relatively more effexrtive in combatting poverty arnon^ bread ■ 
winner* who expiTienced long term qnemnloyment than among breadwinners with 
short ppells oT j4>ble^ness: The figure* also know that UI ii- snore effective for hus- 
band wife families than for familw*8 with a single head: In all, about 700,000 families 
containing 2.1 rnilUoh individuals lived in household* brought above the poverty 
line becauMe they N*ceived uhempldymeht com^nsatioh- This U about -ft- wrcent of 
the families and individuals who would have been poor iri_the absence ot UI._ 

In light of the relative drop in the number-bf Ul recipients in recent years, it in 
* ,>r t h w h ije .consider t rig w het her johless benefit* remain as fn<*Ptrve in combatting 
poyrrty a* they once were. To examine this 9ue«tion I Jfiave compared the '^anti-poyj 
^^1y_eft^_v^^es« ,, of Uj j n period for which we 

have _i_ncome data, The rwuju p^this corn^XM^__ a f>. Statistics 

in _t_ hJ«_ table show t he_ n u mber_of fa m i I ies wit hi n_r*ach cate^ry wh ich_w*re_raised 
above the poverty _ jevej_ as_a result of UI r^yjwmts^Bv_comparjr^ the figures for 
J**7. r 5 andJ^ it ^apparent JhaLUl mldow ^Jess.dlectiy* jn_raMnf fam_iiirw_a_bpy« 
the poverty line The drop in <Arctiveae^ii_t*peciAlJy„ in_tbexaiw of 

husband-wife families ana families with breadwinners who suffered long spells of 
unemployment: For example, in 1975 about \\4 percent of one-earner husband wife 
families with pre-Uf incomes below the poverty line «vere raised above poverty by 
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the.r. il |M>ni,-tit> hi 1***2 «.h!i in* ji-rieht ol th^Xamiiit-, rat^ a_bo>e po> : - 

rT! \ }, pM'**'*^ | h*' rclativ.- <ir«ip in^tevlivenes* wu* even lar^tr for families 
^J****?.^.-*.' **r ^Vr**_ w .*T^* unemployment <fi£ure> not shown injtabjei. 

I >h".iu!d rmphj.s/r that these estimate* art- baaed _on_iTS income report* which 
^b/r-jt !i? uir.^r^rrp'jr? : ri£ bia^ Karri! irt, rrssrtvrd _mcrr Ul in 11*7/: and thai* 
*: t> / t i*?!?«^ <>n thf CfS However, it appears that the underrepuftir^ problem w^ 
r.vTV.^r.rr"?. •.J'^jn -that l>, a hi^r fraction of VI f^ymeni* wa* 
r*:^ in.int- [alter >_ear<_ This implies that; correct n£ fur uhaerTep-jriing bias\ 
t he xti tv yatwy bt-t H»-rn an 1 1 fju\ ert y Hfrei I vm-^ in 1 !*: ; a rid 1 was prubably 
r^vri t.,Tcr-f Th.ir implied by the figure 1 * reported in Table % 

T Ar!i : tttlfljttRTV iff icffvEWSS Of Ul I* 1975 AftD 3951? NUMBER OF FAMILIES RAISED 

ABOVE POVERTY USE 
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To o.ritirm that the ant i poverty impact of t ! has declined between liCa and the 
«-.«rl> J jn-rfdrtni-d tabuJai iah> u»in« a data s»ource Jess subject to undewport- 

iru? bi:i> than the CfS. the Pane! Survey of Income t^namjcs (PSIDk* Comparing 
VJ.-> with which is the rn^^recerit year for whjch PSID.data exist. I found 

that the fraanjn of pcx>r familii-j, receiving t f I benefiu dropped sharply. Among nJh- 
t****^-. I * w J r t - ^ I**: nr;,< M fain ! ! j He. f ract ion _of_ u nemployed bread wi n ners recei v- 
tn*: any t'l U nef»t> at all dropped from al to ^» percent between the two years. 
\ m ' )n ^' "".(V.**?^.. ..I**}?, /^male-headed _famj lies*, the fraction dropped from 21* to l« 
P* r «\ n A..>^'«V>"fi.T.. :he |*SII) tabulations showed that even. among families receiving 
I I benent> the anti p<iverty etfettiveness dropp»«d A small fraction of ^UI recipients 
™:L«!W the isnt rtv level »^ brouRht above the poverty line by their UI bl^nefits in 
I'^L than in.]?f«_a *_ 

_ Th«- t.ihuiation? from the C\*S and PSII) confirm that the decline in unemploy- 
ment uisuram-t: from the mid I!»TOs_ to the present had _an impact on the 
number 0/ himihes living »n poverty The impact has btvu greatest on husband-wife 
«m^>, because, those are the families which in ordinary tirm*s benefit most from 
1 Tn «' ln] ^Ht has rsvh esp*viaM> pn jounced in the case of families headed by 
member* who hav^suffend very Ion* >p<lls oj j«*ie*wnes* the reason for this may 
U- thai the maximum duration of arv insured spell of jobU-ssness_has been far lower 
in recent, years- than it was in I'JTa-Tfi though the n umber oLiong/ term ioblesft has 
l>een h^her If the an| 1 poverty effect iven«»ss of UI had remained unchanged be- 
* * V*' n J ' \ !_■*. ;l ™* } 'I* ?• iH*' n u mh»-r_ of i ndi v id u a 1 s j i vj ng in povert y in t he I at ter yea r 
n?. ! *?.H' .hav<- been __7<HtfHNi__to HH) h»ss,_ or about two percent t>f the VM2 poverty 
l H> P u J ahon L 0H v, "u_ s iyA then, thr cut bricks in unemployment insurance do hot ex- 
plain the mam part of the rise in poverty rates in recent years: although the cut* 



.. .. J.^.*-:^. ^ {\fr"*T»*) <* Mxh&xn'h 9n.<»T«Te iot Vytfic TUAvy ttuifw* $1**11? uer 

forrtMHj fh#« computalMMs for me 

rhdle heiideil lam U few. the p»T(vnt;urp was J'i percent in VJlft versus oni> pr-rcf>nt m 
r»*l. tor fi*roaJ.>bertd*'d fiimife tb*- js'rii*ntiiie*- was K2 jjrrtvnt in j 1*7 ."j vrrsun ill twr^nt in 
.'^J.. . J.!i! ■ ..v»»JL|.L-..i._ivUtjvrl\ .^n Jt iM: ^i.wlth.Mi^i Ui.- ngiiri^ ;ir.- -uh;..«-i f., ul Mji-r 

reporting hi**.* thun thowe from thf t',*S. thev are ststistiCAlly very imprviime 
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have rtifiirjcutai jdi fh* ri>r r->prvi**Jk anioo^ families hut*- members suffered 
lun+: periods ot unemplovnvefil 

CitrulLSutriJi 

If the major objective of public transfer punier*- <*> lo reuUre- ilie number of fami- 
ties living iri poverty, there are better methods of accdtnplishiiig this goal than res 
tfonn*:_thV cut* in unemployment insurance that have <xxuredjsince the midjlfTtte 
The objective could be attained at tar lower co*»t by target in*; benefits on low -income 
****** * rath*"* than bcKjbrtin*; pay inc-fiL? to tc-iiipOfari»y Uiic-ftipwjni, e xp er ien c ed 
worker*, the <roup served by l T I 

I believe, however, that there are important soak of transfer policy in amnion to 
reducing measured ^iverty rates. Two of the most important of these are served by 
unemployment insurance The program offers short-term income _ protertiojEL _for 
l*r^i^m_iiin« , ir*_ d u_rin^_ .temporary .^E!^ W. <>f _ joM***>n«s^ and it provides an important 
cou n terCycj icai stimulus our in« per tods of Ui#\> nrfi^ul Ufrrfiiplo>fi«ri.t 5oth ^oal* 
of IT are worthy, but they are accomplished at >ome cost to economic efficiency. 
Insured unemploved workers are encouraged by HI payment* to spervd more time 
between jobs or on layoff than thev would m the absence of payments These effi- 
ciency U**»e"s are for the most part unavoidable if we wish to injure family income* 
during spells of unemployment 

^ il Hr_r of the main_#»vils of_ unemployment insurance was achieved as well 
during th*- part rrce&aion as during the recessioit ut 11*74-7^: In trie first part of tny 
testimony I trit-d to explain whv th :>. occurred: The relative decline iri the erYV'-tive- 
rte*s of unemployment- insurance will continue unless changes are made in the pn> 
grain Claims tor rei^ilar VI benefits will remain low in companion to the number 
<?. I 08 ** 1 " 5 * u nx 1 ' e £9*'*™ l^nu 1 itiera j ue t . hei r^ro&ams. There_is _no sign this 
*lU ^ur j n t he ;_._at_ f u t u r e Thejy*- ia j Security _ amendments passed in April 1 1KI 
provide inducements, for state* to continue to tighten up their Ut programs: 

The situation of the extended benefit program is even more serious. Because of 
the sharp drop in the inured u hern ploy men t rate relative to the tbtaJ urierhploy- 
ment ra te and the significant t ijrh ten ing <tf t he t rigger mectuh \&rn_(oT the EB j)rp» 
fCram. it is now much jess likely iha t states, .will offer extended benefit* d u ring peri- 
o*S of high national unemployment In my opinion the present EB trigger should be 
replaced by a tn^rer that is more closely related to actual conditions in the labor 
market This means that the trigger must be based in part oh national -level civilian 
unemployment figures rather than solely on state- level insured unemployment sta- 
tistics 

_T_he_ j<>b loser rai r as meas u red im it he jnonth ly J^urren t Pooujat ion Su ryey should 
be the basis for_ extend injr 1)1 Nwfits beyond the twenty^x wee**s offered under 
the regular VI program < The job loser rate is superior to the totai unemployment 
rale becaase the latter measure wiVers nem -labor market entrants, reentrants, and 
voluntary j«>b l< < 1 /»rs as well as jiiob losers. It is mainly the last group that the UI 
program is supfs>ied to insure ► A* the job loser rate rw*-s above ^tibme minimum 
'. r L^? r ..r.4^"'_ l-.hr _ ave _ r J?e pum^r of payments _shoujd_ rise 

afo>ve j*JQ± * *ih a _fixed_ _n u m i ber_of _ ad<^M weeks _bene_r ^i* for eac h per or n ta^e-p^ii n t 
n*e »n_ the j<>b lowr rate ._ Potential benefit durations should not rise uniformly 
throughout the country, but should he determined on the ba*is of state-lev-el insured 
unemployfrn^ni ratt«s or UI exhaustion rates The rhairi advantage of this proposal is 
that it would prevent a reCurrehce of our expenence in l^Hl -Ki. when the KB prey 
m**" 1 . P**d in r#- la t iye i m porta nee even as jobless new. — especia I ly IoKk -term job- 
lessness — continued f<o ri«e 

_ .A vital ..W»£ for policy making in the next few years i» to restore the atohty of the 
nation's unemployment insurance system to deal with severe recession The Presi- 
dent and 0>n^ress could make a ^ood start by ihoririg up the programs that help 
worker* who face- lon« term joblessness. Since these programs are ^ly_tri|?(^red 
when the nation faces hitfh level* of unempI<»yment A the*r improvemeni wtiuld n<tt 
*dd 1°_ _9M_ r _ s ^ ru rt_ u _r a j deT^it M cou Id .improve the ineuMv 

protect ion available to families hard -hit by recession and pn>vide a valuable macro- 
economic stimulus when it is crucially needed 

Chairman RangkL Mr. Meyer. 
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ST tTKMKNT OF JACK I. MKVKK, RESIDENT FELLOW IS ECONOM- 
ICS AN!) DIRECTOR, C ENTER FOR HEALTH POLICY RESEARCH, 
AMERIC AN ENTERPRISE INSTITITE FOR PI BIJC POLICY RE- 
SEARCH 

.:*^.^^!^:.^ an \^u- Mt- Chairman. I too will, try to summa- 
rize rnv remarks briefly and submit the full ^jmnn y f or 
record 

I think the fundamental problem contributing to poverty in 
recent years has been the siorry state of jmr economy. I think that 
a sluggish economy is fed by pur lack of fiscal control. 

One of the things ^thai concern? me is that recent efforts to 
^.hl?>* fi*M«n.ypj have disproportionately burdened low-income 
people. This presents two problems. 

First of all, it jeopardizes the needed austerity to get our econo- 
my under control by eliciting demands for a return to policies of 
the past that have not worked:- - 

Second, it is just plain unfair and increases the poverty and 
hart&hip associated with any given budget control process. 

I have dohe some work recently Jn which 1 have tried to aggre- 
gate programs that are means tested and programs that are not. I 
looked at the burden placed on those affected by recent budget 
cu ts, and at some project ions into the late 1986 s What I have 
found is that if you aggregate the means-tested programs, they are 
scheduled to fall from about 1:L3_ percent of the Federal budget, 
where they were in 19M), to i about B percent in 1988. That is a drop 
of about a third in the share of our budget going to low-income 
ho\useho[d_s._ 

By contrast, nonmeans-tested programs, those available to all 
households regardless of income, were about 40 1 /* portent in 1980 
and. Id and behold, they are scheduled under current projections to 
be 4|M /z percent in VMS. 

What has L happened is that in the early 1980s we left tax subsi- 
dies and other entitlement programs going largely to middle and 
upper income families intact while defense spending increased 
shaf^y, and we instituted relatively large cuts in low-income pro- 
grams. 

The result of all this has been that deficits have been the safety 
valve, if you want to call that a safety valve. There is hot much 
safety there. 

I think this is regrettable. These deficits put the Federal Reserve 
in the position of choosing between higher interest rates on the one 
hand and .fLffajraleratibn of inflation on the other, and that it not 
a very favorable choice. 

So I see bringing the? deficit under control as a key to unlocking 
the continued increase in poverty in this a>untr>\ and beginning to 
get a handle on it. If we don't, these economic policies will ulti- 
mately lead to lower productivity growth and lower standards of 
living; This means more poverty, as deficits use ug mo«t of the pool 
of private savings, limiting capital investment and modernization 
that would have generated jobs and helped reduc*? poverty. 

Now, I think, Mr. Chairman, that the working poor have gotten 
the short end of the ^ stjck in bur budget control polities. In fairncsa, 
it must be said that the Reagan administration did hot invent i\ie 
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bias against thi working poor in our social policies, but in my opin- 
ion, their policies have certaX n J>' exa«rtated_that_blas. 

The administration's recommendations,. which have been enacted 
by the ijin^nress, __haw had the eflert of .drawiiig a n^_arpund_ the 
dt»\ indent poor and adopting a relatively business-as-usual attitude 

for thwe deemed independent and able to fend for themselves. 

It is very difficult to fend Tor yourself* however, if you are work- 
i Jig at SiJtl an hour and raising L three or four children, which 
man v people ^re. And we now find that such_people are to!d that 
the Sin or £41* or Soil a l month in we]far^_benefits they were getting 
are n*y longer 3*^ i fable to them after 4 months of work: We know 
that that triggers a Joss of medicaid benefits For many of then*. 

They also are told that they are ineligible for job training in 
most ca>e> under the new JTPA Act if they are hot on AFDG. We 
heard in Dr. Penner's t^ttjnony and Dr. Smeeding's te^imqny 
about the taxes that face these people and some proposals have 
been offered to alleviate thati on which 1 will comment later. 

So benefits to the working poor are taken away, taxes are still 
imposed, and it is very* difficult for them to make ends meet 

The administration counters that increased Federal assistance to 
this group would create a permanent subsidy to the working poor, 
itind is that what we want to do L^tejrjjiej; are established in i a job? 
-Well, 1 can only say that in terms of the fairness- issue, Mr: 
Chairman, we have permahehi subsidies going to all of us in this 
country. I get a permanent subsidy each month on my house from 
the interest deducted, I would get thai even if I were a millionaire, 
?hich I p not. We have permanent subsidies going to business, a 
whole variety of them 

'[ _a]doirt the attitude that these subsidies aiv_bff_limits_p_fa_r 
as budget control, but that we are going to tighten up on the per- 
manent subsidies going to the working poor, I think we make 
people cynical about how we are sharing this rw^essary budget ccsn- 
trol 

^P** Jet me just /clj^__i_n_the\r^xt 2 mjmitc*«_with two examples 
in ADFF and Medicaid of the need to stop arguing about the be- 
havioral re>pbns»es of recent policy ch^^ 

fects uxs important a:s those might be), and start arguing about 
their fa irness effect*.. 

We could argue about whether restoring a work incentive for 
welfare mothers is going to cause them to go back to work, The evi* 
denct* is vvo; iijLxrf .on that iirid I review it . in my _t^timon^. I 
raise the question: how fair is it to tax our lowest income citizens 
at 1«MI percent? 

The Administration points to a study which I think they have 
embellished somewhat, showing that you can take people's benefits 
away and, io and behold, most of them continue to work. Well, that 
is true but you don't have to lose many of them railing back oil 
benefits i to niafce thai a very unfayorabje cp«t/benefit ratio^ I 
simply think that we need to consider more than the** behavioral 
f^ponse effects. 

In the area of health cat r, we have a microcosm of the whole 
problem. We Have a Me^icart^pi^ram that is in Hertbus financial 
trouble, a program th?it (ingress has only begun to reform We 
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have. tax. subsidies going mostly ve middle and upper income work- 
ers that Have hot been touched at all. 

At the same time, we have been making. major cuts in medicaid, 
which goes to_onr lowest income people. Millions of people are in- 
eligible for medicaid wfcen, in fact, ihe Federal subsidy through the 
tax system is one-and-a-half times as big as the entire Federal 
share of medicaid. 

thjnk thai in considering how to finance broader health in- 
surance coverage, which J favor doing, we should look at those sub- 
sidies we are giving out to middle- and lpper-income people and 
how we could restore the balance. 

Um me close by making these kinds of recommendations. 

I thitifc we heed a concept of total budget control and I would cs!! 
for a target, just as an eauirirpje, of a Federal deficit cfcwn to 2 per- 
cent of HSP by IS^.jSie deficit is currently three times that 
figure as a share of GNP. And I think that would be a useful inter- 
im target without necessarily trying to balance th* budget over- 
night. 

I think we need jjolicjes that address medicare, defense and tax 
subsidies and civil service retirement— the real big areas—and that 
stop trying to take another billion out of these small programs 
which might represent 10 or 20 percent of the program budget. 

Oh the tax sides 1 would favxr-some of the options raised L this 
morning about liberalizing the E1TC, perhaps the child care credit, 
to have more incentive for low-income people to continue working 
and be hired. 

On the benefit side, I would advocate restoring the modest work 
incentive under AFDC, avoiding further cuts in food stamps, and 
consider actually making them more generous. That is the one pro- 
gram, ns Dr: Praner pointed out that is riot tied to family charac- 
teristics, and the last area 1 want to impose a work test or make 
further cuts in is food stamps. 

I would suggest in modifying a bill passed by the House on 
health insurance for the unemployed, we means-test the Govern- 
ment assistance, making it available to the poor on the basis of 
lowest income first, whether they are unemployed, out of the labor 
force, or working. 

Finally, I thmk we could broaden coverage for health insurance 
L( w **_^l°ujd address the tax subsidy issue, place a cap on that subsi- 
dy, and use the proceeds to help those who have no help whatso- 
ever. 

Thank you. 

Chairman Ranc.ki. Thank you. 
I The prepared statement follows:) 

Stati mi vt jw 4 a* h _.A MrYKW; Krxim.m Fkutw in Etonomic* and DiRM-mS. 

O.NTKH_.fl#!l..HMLTH. PoU<V KKMRAfK'H. AWMYtAH KNT&JtrRisft! iNfTfftlTK WR 

Pi Bur I'rxjrv Kmkarch 

Mr Chairman Thank you very much for the opportunity to appear before this 
n ,rTim 1 iU T J** went i ncn*awe j n poverty in t he United Sta tes ja the re»u 1 1 x>f a 
combination of ^orce*. u including the promoted _rece«Hion_ in the early i'jtifl's; 
charw<* m fideral budget outlays and tightened federal program eligibility criteria. 
L^1 4 A»J P5»r»!_irt^ of theae factors: a« other wit- 

nf*?*. including IVofe«^>r Sheldon Dtin/inRer and his colleagues at the University 
of WWonsun, ran provide the committee with their rwwh finding bh thi« quea- 



m 



tion I would Lke.to eiuiiiime recent changes in federal social programs, and the ef- 
fect* of these chain:** ... 

The fiscal year 1982 and budget* were characterized by significant cuts in 
means-tested programs such as Food Stamps, AFDC, and Medicaid. In contrast, hori- 
means tested programs, such as Social j^urjty. ?J^___MedAcare»__ which account For 
<ou r ;f f t hs of all fwie ral social spending, remained essen tiajjy Jntact_ove_r _t_h isper tod. 
Thus. a_ disproportionate share of the budget -cutting burden was placed on low- 
income households. _ . _ ... 

Moreover, the central force driving federal expenditures upward^the built-in cost 
escalation of the much larger non-means tested program— remains largely unad- 
dressed. If we - are to realize substantial budgeUry savings, and^a 
of the distribution of benefits, we _n»u«t Jgp be^ondl such cuTrenUy_ppp_uUr_measures 
us program. jiecjpnjraU^ program management practices to 

achieve a significant reduction in the growth of benefits which flow to those in the 
upper and middle-income households: 

In the past year the Reagan administration and the Congress hawe taken steps to 
remedy the inequities in earlier to 
non-means U^ted projgrams^ 

while the reduction in. fed* raj outlays for low-income programs has eased somewhat; 
Although this is encouraging; the $200 billion deficit that looms before us, and the 
increased level. of pro verty in this country, indicates that we still have a long way lo 
go. Jh short. Mr Chairman, we heed more budget contra.', but with Jess burden on 
thc»s* ; who can afford it least, 

I would now - like to t urn Jp some of the specific changes Congress has made. in ou r 
welfare programs A generation ago, welfare regents who took a job lost their 
benefits on a dollar-for-dollsr basis: In effect, the -'tey rate'* on earned income Was 
UM> percent; In the late l%Os, Congress put tritt^fTect a hew rule called "$30-plus-a- 
third," which lowered this effect iveta* rate to about iwcKhirds for recipients of Aid 
to Families with Impendent Children, in add ition, _AFDC ^neficlariea were_al|owe4 
to jt»duct a certain amount of work expense, from earned income. This deduction 
fu rt he r j owe red t he effect i ve tax rate on earn ings 

The $.'iO-plas-u-third incentive was effectively repealed in 1981; At the urging of 
the administration. Cor vfress priced a time limit oh the work incentive bonus, and a 
dolla r limit oh t he wor j ex pemse deduction. The $30-pJus-a-thff rd rule may how be 
applied to pnl v t he first foWr _mjanths_of ' emgtayment. After jour months, _every 
doljar of net. earn ings is suJbtTacted. from welfare, benefits. Th • work expense, deduc- 
tion was iimited to $ I GO per month per child for day-care expenses and $75 per 
month for other work-related expenses: - - 

Eligibility standards were also tightened, denying AFDC assistance Jarid often 
Medicaid benefits) to ' jnanj^ working poor families. States were authorized to insti- 
tute work fare programs requiring welfare recipientsto Ltakejobs^ 

_ Jn_the jast jiftee^ pravidedJbjy the 

$^()-plus-a-third ruJe has apparently not produced significant results, as roughly the 
same proportion of welfare mothers, have earnings now as when the change was ini- 
tiated. It must be noted, however, the other factors may have intervened, including 
the broadening of benefits under other, overtopping programs such t!» Food Stamps., 
as well as sluggish e^nom ic condHions over much of the past ^ 5«cade The l factors i n 
todav s wdfare envirpn make_the filiation _ differjent from _peripds_tn 

wh_ich_ prior studies or experiments, were c^ndUcted.J Thus, it would be over-simpji- 
fied and misleading to conclude from the constancy of the fraction of recipients who 
are working that the small incentive provided by Conirress in 1967 had no positive 
effect. It may have helped to prevent the* proportion of people working from falling. 

Nonetheless, jt must be admitted that there is i little evidence of any strong posi- 
M Y* _? H? 0 * L a ^9 r supply °I A lowering bfihe eftecti ye tax rate oyer this range. 
Moreover, some studies suggest that the_©f^ttinj &ffe©t*_on tabor supply df families 
with somewhat, higher incomes w_ho_are_newly^^rl^^ rates more 

than cancel any positive effect on thela&ar >yppiy_ of poor women,* Thus, even 
though there is research evidence suggesting a significant relationship between 



LFof anal vsu* of experimental *tudit»s, see Robert A Mo/Tit. "The Effect of a Negative focorje 
Tax on Wprk.ElTojlL A Sumin^ "Wel- 
fare Jteform in l America: Perspective* and HroBpecta^ iBop^oti: rUu^wr-NghoflT PiEblishvng, 

3 Seei for examde. Frank Levy, ^The Labor Supply ol Female Household Meads, «r .WDC 
Work Incentive* Don't Work Too Well;" Journal of Human Resources, Vol. I No. I <Wmtcr 
1979> 
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i>iii£* and [ tax r.ii«m tor wrilarr mothers,' it is difficult to detect such a relation* 

s ^ l ^^.!•^th*^«•xp*T^.eilu•_.to .dale. 

.. J_be weight of the research evidence Htill suggests that a significant increase in 
work incentives would provide some. positive stimulus to the work effttf/L of AFDC 
beneficiaries even though it may well provide ho net increase (arid possibly a slight 
riNvhnei in total labor supply as a result of offsetting effects In my view, tKis possi- 
ble offset effect does- hot mean we should discard the incentives approach. Even if 
siiih effects 'cancel'' the positive stimulus to work among recipients, society could 
exj*>neriee ii net gum because of a jx^ible break in the cycle of dependency plagu- 
W t, Jl iir<e y l»s» : . M6j^vi»r,_ basic fairness should be taken i into i consideration 
\ lvrv .^"^y_.»K«MJ.^.|ttWure people that when they work they will have higher 

incomes than when they do not. 

r'edera! wt^ programs as well: 

the efficiency improvements associated with anticipated labor supply effects may 
prove eLusive.tyhen net or total Jabor supply responses are measured: Yet, the 
i>qujty implications— in short; the fairness— of effective tax rates equaling 100 per- 
cent or more are too easily discounted or ignored: — 

The Reagan administration's alternative to lower effective tax rates oh earnings 
is to mandate that AFDC applicant* i seek work during and after the application 
stages, and if this fails, able-bodied recipients would be reouired to participate in a 
t oni in u in it y Work Kx j)erjehce Prc^ra m . States wou Id be ajlowed tpldevejop job pro- 

grams reflecting both their own and the need* qf program participant*. 

T^'^pr^k^iyyith . this approach is not so much one_gLini?fl/_as one oLachieue- 
w«~f of the <;bjectives. We need to be WAr>jrf lhe_ phenomenon of "regulatory fail- 
ure 'here There is a history _of_Jaud*ble goais and limited aicccanpiishtwcnts with 
regard Jo both " workfare ' in particular 4 and work teste in social program** in gem 
eral iprograms like WIN; UL etc:); Of course, some workfare programs have had 
some success in reducing welfare outlays But, ir* my view, workfare conflicts with 
the administrations prudent preference for incentives approaches to social policy 
over rigid regulatory xc hemes 

The changes adopted by Congress seem to be unfair to the working poor and to 
worsen adverse work incentives facing our lowest-income households. The targeting 
9/__^nefits ^ resulting form these cjianges is ioAtedepet^nt poor, while others who 
have : the_ability to work and are deerned [ independent get jio_heJp^_eyeii_if .their 
means are ^ about _the same,, j^w-incom^^^™^ have Been somewhat arbitrarily 
d mded_ into discrete categories.— working and n on working— with a rather calloused 
approach toward the former and a "business as usuaf approach toward the litter. 



dollars to give "permanent" help to the working, low-income housenolds Yet, it has 
made little effort to withdraw the wide array of special tax break* and other equally 
permanent subsidies flowing to middle- and upper-income households. The rather 
unique treatment of the working poor is a major souce of unfairness in current 

poJicvv 

Public assistance rwipienU are not the only federal ^neficiaries to face stiff 
work d i&i ricerit ives, and in several other program areas the Reagan admi nisi nation 
has worked— often i successfully— to reduce adverse work incentives. The stfjng pen- 
alty on earning above feB(X) per year for Social Security recipients discourages 
work among the elderly who can work and wish ed work. The Reagan administra- 
tion had an efTective plan for phasing out this ^ earttinjs^ ceilini its ,1981 Social 
!^%:M»tv reform £uih, but this prudent phase-out was a casualty pjLlhe_fat^of_the 
overall 11**1 Reagen Social Security proposal. J^_J_98i5ociai_ Security Amend* 
ments,_ however did [ lower the benertt withholding rate under the retirement earn- 
mgs_test_ f_rom one-half to one-thiwL_be^jnLmn« in 1)^0. 

_ .Another example otthe jdilemma Jbetween equity and efficiency, effects, involves 
proposals to cap the open-ended tax subsidy associated with the exclusion from em- 



JS*^.Jor_exampK_lrwiji Garfinke! and Larry Ott, "Welfare PolLy and Eropteyroeot Rate of 
ATO Motbe« l National Tax Journal. June _1974_ 2_4< 2). pp. 275-H4: Robert WilUans. "Public 
Assistance and Work-Effort,-- Prince ton, NJ: Industrial Relations Section. Princeton University, 
1974; and Daniel H Saks, "Public Aasartance for Mothers in an Urban Labor Market" rVinoe- 
Urn. NJ Industrial Relations Section, Princeton, J 975 For a thorough review of the literature 
<>n this subject. »re Sheldon Donxintfer. Hnbert Haveman. and Robert Plotnick, "How Income 
Transfer programs Affect Work, Saving*, and the Income Distribution," Journal of Economic 
Literature, vol XiX (September -lSHij, pp. y?5-l<ttH. 

4 See, for example. Leonard Hauaman, et aJ , "An Evaluation of the Massachusetts Work Ex : 
perience. Program'' 3randeia University, October ISHO: The authors concluded that "neither of 
the two treatments tried in the Massachusetts Work Experience Program lead to a rwlmd^z *• 
welfare payments among the men in the experimental groups." p. 153. 
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pjoyr* i namu* of thv lull amount of employer contribution* to health insurance. I 
!ay*>r .thw proposal. . andl bt'li_eve.thai_i.t would fouler a more efficient health insur- 
ance market byencouraginf Kreater choice of health plans and by giving consumers 
an incentive to steer avr*$ from plans exercising little cost control, and toward more 
ccwt -conscious health pUa* I see this incentives approach as a preferable alterna- 
tive to more controls on the providers of health care Others are skeptical oT the cost 
saving* likely^o emerge from strategy, and cite possible adverse side effect* 

Ah in the case of welfare, this debate over whether the anticipated savings from 
improved incentive will actually occur has diverted us from anotKer, and in my 
view, a larger is«ue— the fairness of our subsidies. Market impact aside, how fair is 
it v> continue ah open-ended subsidy to well paid workers and executives while cut- 
ting people (mainly, the working poor* from Medicaid? We should not insulate oar 
mo«t fortunate citizens from the austerity needed to bring about meaningful budget 
control 

The House has passed a bill providing health insurance for the unemployed, and 
the Senate »s considering a simiiar measure: In the-interest of fainwss, such insur- 
ance assistance should be provided to the poorest first, regardless of present labor 
force attachment, and funded in a progressive manner (such as through a tax subsi- 
dy can or a change in the- federal income tax afTecting upper- and middle-income 
households) It should hot sijmpjy be an add-on to the deficit. 

In summary, while there i* considerable dejbate over the economic efficiency 
issues surrounding welfare, health, and other areas, it seems clear to me that recent 
policy changes exacerbate the long-standing: bias in our welfare system, a biuis that 
injures the working poor, as well Las non^lderly singje individuals without depend- 
ent children a/nd some h*act families, with unemployed household heads. 

This fairness [ issue. > J kstrated here through welfare, runs through government 
policv. We ve left hu^ tax subsidies intact (going to middle- and upper-income 
people »; and only begun to change the structure of government benefits flowing to 
the. same groups: . . 

Both fo foster sustainable economic growth through sound fiscal policies, and to 
meet the basic standard of fairness, we heed to change this bias in oiar public policy. 

Chairman Rangkl Mr. 0'Hare, 

STATEMENT Of* IVILLIAM I*. O'HAKK, SENIOR RESEAItCH 
ASSOCIATE. JOINT CENTER FOR POLITICAL STUDIES, IN€, 
Mr. OiiAKE. Thank you. 

I am William O'Hare,. senior research associate with the- Joint 
Center for Political Studies in Washington, D.C. The Joint Center 
Tor Political Stradiesjs a public policy research organization that fo- 
cuses on issues of special concern to minorities and the poor. 

1 would like to thank the membere of the subc^mittww for this 
opportunity tobresent my views on the recent increase in poverty 
f H the United States. I thinly the recent fwyerty figures are alarm- 
ing and I commend the members of the subcommittees for taking 
the time to examine them more closely. 

I have provided some written^ comments which I would like to 
haw placed in the record. My remarks here will simply highlight 
sonw> jsoints from my written t^timqhy. _My comments focus oh 
how jHJverty js defined^ by the Government and how the poverty 
index rriight be improved. 

. At the start, let me say that developing a widely accepted defini- 
tion of who is poor is a difficult and complex task. Nonetheless, it 
k important that we understand the weaknesses arid_ limitations of 
current poverty index in order to properly evaluate the official 

statistics on the number of jx»r\ 

As I see it. there are three ma^r^probferns with the poverty defi- 
niti^wircntiy^ing^u^d tte f^errirheht 

First, it is based on information that is outdated. The current 
poverty definition, formulated in 1964, is based on the cost of a 
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l!Mil economy I'<kkI plan and a 1955 consumer expenditure survey. 
The costs of purchasing the economy food plan was multiplied by 
th ree based on _ evidence.. From .tfie expenditure survey that most 
families spent about pn^thjrd of their income on food. 

Recent consumer expenditure survey indicate ^hat peopie now 
spend about one-fifth of their income on food, and therefore the 
cost of food should toe multiplied by five to formulate a poverty 
threshold. Recent studies show that if current data on nutritional 
n V?ds and expenditure patterns were used to update tfie poverty 
definition, the income threshold for determining who is poor would 
be substantially higher than it is now. 

Second, as the poverty definition now stands, the Government 
makes no attempt to determine the actual costs of a market basket 
of goods and services heeded for a decent standard of living. 

Calculation^ and others using 

the actual costs of a market basket of goods and services riece^ary 
for a decent standard of living indicate that ifie Government pover- 
ty threshold is too low. 

THird. the current poverty definition is inconsistent with both 
public opinimn and standards of need used in Government means- 
tested assistance programs: 

A recent Gallup public opinion poll indicates that Americans be- 
M^>^_J^™iy^_'1f fc ^ _an niTOme TOarly 50 percent higher thkh the 
poverty threshold in order to get along: The American people un- 
derstand that someone trying to support a spouse and two children 
on an inctsune of $175 a week is poor, even though the Government 
poverty scale says ifiey are not: 

Ih addition, Government means-tested assistance programs regu- 
larly provide aid to families and Individuals determined to be in 
heed, even though they have incomes above the poverty line: 

A recent Census Bureau report indicates that 38 percent of 
households receiving food stamps havejneomes above the poverty 
l i ne; 4f> percent of households withmembers receiving a free or re- 
duced-price school lunch are not officially poor; 48 percent of those 
in publicly owned cr subsidized iumsing have incomes obove_the 
ppvert^' Jevel; and 41 percent of households where one or more 
members are covered by medicaid are not below the official poverty 
line. 

If a_n_ew jxnerty definition were devised to correct these three 
problems, approximately 45 to 50 million people would be classified 
as poor rather than 34 million as indicated using the current offi- 
cial definition of poverty^ 

Another major concern is the widespread attention given to the 
idea of counting noncash Government bemefits as income in defin- 
ing who is poor. I am afraid that the attention given this ii®ue h|| 
diverted attention from other equally important issues regarding 
^he measurement ^ people into be- 

lieving that the number of poor is really much lower than the offi- 
cial figure. 

While I am not opposed to counting noncash benefits in princi- 
ple, I have some reservations about how jhb_ might be^ put into 
practice. If jve ^ only J^unt the noncash benefits received by the 
poor, and ignored those received by the middle class and the rich, 
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this would hot only be unfair, it would provide a misleading im- 
pression of the well-being of the population. 

Furthermore, assigning a dollar value to all of the noncash bene- 
fits received by individuals is fraught with technical difficulties. 

Several other factors, such as the Census undercount, the use of 
pretax income to determine poverty status and the lack ofany^geo' 
Kraphic^ariatjon jn the^wrty thj^hold t also suggest that official 
Government poverty figures underestimate the true number of 
poor. 

T° 4?wlop__a new^ more .realistic mereure of jwyerty, I recom- 
mend that the Federal Government reestablish a statistical policy 
and coordination branch in the Office of Management and Budget 
and _ assign this branch i the task of coordinating Government efforts 
to revise the poverty definition. 

_ This ^concludes my remarks. I would be happy to answer any 
questions. 
Thank you. 

(The prepared statement follows:} 

Statkmknt or I)k WIlliam Oil are* Senior Research Associate, Joint Center tor 

Political Studies* Inc. 

I would like to thank the members of the Subcommittees for the opportunity to 
present my views oh the recent increase in the poverty rate in the U.S._This is a 
matter that should concern all of us and the members of the Subcommittees are to 

be commended for looking into this issue 

__ As the Subcommittees _haye_noted t the official _powrty_ rate increased rrom lli 
rcent m _1978_ to __i5jLpercenLin_ 198&^ad the member of people with income 
low. the poverty threshold increased from 24 5 million to MA million daring the 
period; However, there is good deal of debate about the meaning of these figures. 
Are the figures accurate? Are today's figures comparable to those of 20, 10 or even 5 
years ago? 

While others have discussed the causes and consequences of changes in poverty I 
woli ^l|^ \° fpcua my comments on how jwverty is measured. Interpretation of the 
fibres (s important. In_ order to understand the magnitude oLt_h_e_prpileni it ]s_ nec- 
essary _to understandAhe_s^Lfican<^o figures and in order to understand the 
significance of the. figures it is important to examine the way. they are compiled. I 
should point out here that although the Census Bureau compiles snd reports the 
poverty figures, the Office of Management and Budget determines the definition of 
poverty which must h& used by the Cesatw Bureau and other government agencies: 

Soihe observers dismiss the Census Bureau's current poverty figures as meaning- 
less because they jail to consider the noncash benefits that some poor people receive 
through government a^ would have us 

tejieye ttat the^^ much smaller than the official figure. 

Some even contend that the war on poverty has been won. 

... j.ioo_ believe. the. cumnt_poverlv figures are jnisleading. ButJl>eJieve fiaws in the 
way poverty .is measured, mean the. tree number of poor is probably higher rather 
than lower than the number estimated by the Census Bureau: Furthermore, I think 
counting of noncash benefits as income under the poverty definition is only one of 
many issues that must be addressed if we are to arrive at a more realistic definition 
of 4>oVerty . 

I have organized the rest bT^roy comments around three themes. First, I would 
life? *P discuss some approaches w hich would yie Id a new and more realistic meas- 
ure of poverty. Second, I_have_ a few specific comments about the issue of including 
noncash benefits in_ the calculation of ^overty^ third JLwoujd like to_briefN mention 
a few factors which are seWom recogniied or discussed, but nonetheless affect ihe 
poverty figures. A summary and conclusion section describes where we are and 
where I think we should be headed on the issue of measuring poverty. 

While I don't envision an overhauling of the poverty definition soon, I hope that 
ocie-saded adjustments to the poverty definition, such as inclusion on noncash bene- 
fits as income, will not be permitted. IT) is would artificially lower the official pover- 
ty rate and present a misleading picture of the country's heeds. 
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i KKATiNi; A NXW HK'KKTY MKAM'KK 

Whether to count noncash bc*rit*Titit us income in determining poverty is not the 
question we .should be asking. We should be asking ourselves how we can improve 
the measurement of poverty, In this context, noncash benefit* are only a small part 
°» the. overaH issue. 

What U w rong with the current, poverty -definition? It isbased oh outdated infor- 
mation; doe* not fjaa^e the actual costs of purchasing a set of goods and services 
ntvessan tor a decent standard of living;_and it reflects neither public opinion no? 
common government practices regarding who <s needy. 

:\s I see iu there are three possible approaches we could use to crea_te_a new pov- 
erty index. The first of these involves revising the old index to reflect more recent 
mlarmation This approach can be labeled the revised Orshansky method, after 
M _ olI !^, A ,rj4 hansky who was . instrumental jn.crifltinK iJhe poverty definition we how 
UM * J_he.Hfcond [ possibility: is a market-basket approach in which the costs for Roods 
and serv ices necessary for a decent standard of living are actually calculated. The 
third approach uses public opinion and common government practices on what 
income Jevel reflects need Interestingly each of these three approaches yield nearly 
the same, results. 

If we were to construct a new poverty measure using any of the approaches out- 
lined above this new poverty threshold would foe much higher than the one w_e_ cur- 
rently iise A poverty threshold consistent with current expenditure patterns, a 
market basket approach, and public opinion would probably be about 50 percent 
Higher than the current measure, indicating that aUeasi 40 to 50 milHon Ameri- 
cans should be classified as poor, compared to 34.3 million poof under the current 
definition Even after adjustments were made to account for noncash benefits, the 
W*- figure_o| :u.:i I million people in poverty strikes me as a conservative estimate of 
the number of poor. 

ffrt tstvi OrsHanslky 

In an effort to improve the measurement of poverty we can start by looking at 
how the definition of poverty was originally derived. The poverty income thresholds 
were originally set at three times the cost of the USDA's 1961 economy food plan, 
adjusted for -faintly size, form status, age of household members^and se^ of the head 
of household. < Adjustments Tor farm status and sex ^f the householder are no longer 
used.i The formula was based on the findings [ from a Ji>55 consumer expenditure 
r"^ e iv- \ c -"""^ one-third of their income on 

rood The thresholds haye_been updated yearly based on changes in the Consumer 
Price ; Index jCPIi > The principJe person involved in construction of this measure wais 
Mollie Orshansky, hence, it has become known to many people as the Orshansky 
index^ 

Although the researchers who developed the initial measure used the best data 
available to them at the time, we have accumulated jnuch more information in the 
past twenty years; This new information should be used to revise the original index. 

The .19-72-74 Consumer Expenditure Survey (CEXi (Department of Labor. 197X)] 
showed that food expenses are about one-fifth ot ail consumption expenses for all 
families i$l.t>25 out of $tf,253) and nearly the same proport ion for .families in the 
lowest income decile X$m out of J;i.G37)._AiI of the expenditure inform from the 
1!*M>-M Consumer Expenditure Survey is not yet available, but the results svaiiable 
«? far indicate that.pe^lejiowsj)^ ( $2,626 out of $15,219) of their 

1 ncome on food <U 3 .Department ctf Labor, l*m>: This suggests that the po verty line 
should be at least fi ve Jimes the cost of food ratter tfcaa three times as used in de- 
veloping the. original measure Such an adjustment would mean that the poverty 
leveJunder a revised index would be about fiw^hirds (1.67) times the current level. 
If the same methodology used jn constructing the original poverty index were used 
today the poverty thi-eshold for a family of four would be closer to $15,000 rather 
than $9,M>2: 

It should also be pointed out that the economy food plan, used as the basis for the 
original pbvertyjevel. wa* the cheapest of four alternatives and was_ designed noi 
for prolonged use but for "emergency or temporary use when funds are low." A 
more realistic food plea designed for long-term use would cost more, thereby raising 
the poverty income thivshpLd. Ajso^theiMl economy food plan used in developing 
the_poverty index r^ crxar^ed based on more recent nutritional information: 
_ What would happen to_poyerly f^pes if a such a revised measure were used? 
Recent worthy LMoUieQoshansky shows that use of a more realistic food plan and a 
multiplier based on recent consumer expenditure information would raise the pover- 
ty thresfcoWs by at least 50 percent and merer- the number of official poor by sev : 
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niillion A lew years .ago M* Urshansfcy I i ji^Hj. in rrepwise to a ojuery on _im_: 
MrPVing jh^iwvert^ PWD jJpdate t _tjy J^in^ thr. measure Jjitp 

h ne wit h more _n*cen t n ut rit tonal j&inda.rds_ and consu rnption _pf actices; is one exam- 
ple That update would change the number of the.poor for _|9.75. from 2(> million to 
M million ' This would have been an increase of 3K percent in the poverty popula- 
tion Using W77 data, the increase would have been slightly larger, from 24.7 mil- 
lion to ;J7 million under the updated or revised Orshahsky index (Fendler and Or- 
shiiii>kv, U*7!»i This measure, coriimbnly known as the ''revised Orehahsfcy" or the 
"updated C^rshansky'' in federal statistical circles. has been available for several 
years, yet tletspi te X he fact that i t uses t tnrhn ical ly _su i peribr and more timely informa- 
!A°^jj.K**^.T?^.!*^.n. wf w Pted_by_ the Kovernmeht and is c^ 

l, £_those who ar^ue that poverty is .overstated because noncash government benefits 
are excluded from the calculation of income. 

Sta'rJtH basket apphnirH 

The current mea*are of poverty fails to examine the actual costs of items general- 
ly thought to reflect a minimum standard of living. Instead, it -simply Updates a set 
of income thresholds devised nearly 20 years s,<o. And even these original thresh- 
olds were hot based oh the actual costs of a specific bundle of goods and services 
Simply put, the current poverty measure is nothing more than a statistical artifact 
of the former cost of food and yearly changes in the Consumer Price Index (CPU 

Until li>H. fihe Bureau of Labor Statist^ 
•* .!!!.^»wer Stat^ianj of Living", based on actual costs of a series of household budget 
! t ems. the B Ls budget for a lower standaroLof I i vj ng_ was i*5 percent higher than the 
|K>vertv standard in Li'M: the BLS lower family bidget was $15,328, while the pover- 
ty Lm« was _ $!>. 2*7 for an average famiJy of four in IBSA <U;S; Department of Labor, 
J!»*2, US Bureau of the Censes, 19H:$bK Use of the BL3 Lower Standard of Living 
Family Budget as the poverty line Would indicate that over 50 million people would 
be Cl.Assified a& poor. 

Unfortunately comparable data is not available after 1981 because the Family 
f* . idget Prtigram was_elim_inated.bv the ^wah_Admjnwtratim. 

TA*^National SutiaJ_^M».nce amf Law CenterJ_] 9S0i also made an attempt to calcu- 
late the cost of t be KPpd_s_ and services that peri_iA*t_a_ mi n_i mu m _ acceptable standard 
of li v i ng ? After developi ng a list _of i terns _fiecessa ry lor_ i minimum, standard si 
li ving, researchers actually went out to a .group of representative cities and towns 
and priced th*» items in the budget: They found that a minimally adequate market 
basked- for an average four-person family in New Jersey in 1980 would cost at least 
$ which is 4.'J percent higher than the poverty index at that time. 

These two example* show thkt the current poverty index bears little relationship 
to t lie cost of a minimum standard of living. If we were to take a fresh i start atjxwj- 
structihg a j>overty_ index, by defining a market basket of goods and services neces- 
w>".!or a m|nimum_8tandaro thresholds would be sub- 

stantially higher than the current poverty definition. 

Puhltr opinion 

Over the oast. 20 _years t _pu_bUc opinion data has _c.il/ 1 . , u*nt jy show.n that the pover- 
ty_thj^h^oLd js_only_ about tfO-70 percent of the incor^ r.ecessary to "get along" in 

American communities. _ _ __ 

. A IJ#H3_ Gallup Poll asked, "What is the smallest amount of. money a family of 
four (husband, wife and two children) needs each week to get along in this commu- 
nity"" Th* responses indicate that the public believes an average four-member 
family needs a yearly income of $15,400 /'to get along:*' Using th** measure, with 
adjustments made for family size, 59 million Americans were without adequate in- 
form •> in U**2. Obviously "getting atohg'^and- beiftg jkiuf are n<>t synonymous, but 
the*» results ivrtainly suggest that the official poverty figure of 34 million is under- 
stated. 

It &s hbt_ djfncult to understand why the American public feels that the official 
poverty measure^ is too low. After taxes* a poverty income for a family of four is 
about $170 a week. Try to imagine supporting a spouse and two children on 1175 a 
week and being told that you are not poor. Anyone who lives in a large American 
city knows that $175 a week for a family of f^r_jHm\]^wnt_fur. Think of 'the 
kind of _housjj&_2ou__w _wouW_ eat* the kinds of 

clothes. y^ou_wpuld wear_and the kinds of medical and dental care you could afford 

with an incomes ifctiisleveL 

_ The people who operate assistance programs know thai the official poverty line is 
not a good measure of need. This is evident in the fact that a large *hare of means- 
tested public sssistance goes to people who do not fall below the poverty line; A 
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"YMt_mvrt.il! s Bureau of the Census; \\mn) shows that :i* percent t>f house- 
holds, reviving food stamps were above the jiovertv line. M percent of those who 
rtveive tree or reduced-price school lunches are riot "in poverty", 48 percent of those 
in publicly, owned or subsidized housing are above the poverty level, and 41 percent 
ol households wiOi one or more members covered by medicaid are not below the offi- 
cial povert> line The people who operate these programs know that many people 
with income »boye the official poverty threshold are indeed poor. 

•V ,,otn,,r - Location of the extejit to which the poverty index is an inadequate 
measure of need is the widespread Us*' (if lip (wcenf of the poverty thresholds This 
measure is regularly reported by the Census Bureau and used by governments to 
determine program eligibility arid for distribution of public funds. Occasionally 
higher multiples ol the poverty threshojd. such as 150 |>ercent or 175 percent ate' 
used in public programs to identify need. This sonifies that the poverty thresholds 
are just tin> low to be realistic In 1982. there were million Americans with 
income below !:!.» percent of the poverty line (U:S; Bureau of the Census VMib) 



Although there have been numerous, suggestions for changing the Way the govern- 
ment measures poverty «_see, for example. Plotnick 1975; Garfinkel and Haveman 
.^..,_(^)iV_l!>7h L Zimbalist 1**77; Rodgers 1978; Landmann 1979; 0'HareJ98(); and 
Inikert. amon« many, many others*, one r^mmendaiiori has received most of 
the attention in the last lew years; inclusion of noncash, or in-kind, benefits in cal- 
cu atmg income lor the poor. K'ash transfer payments, such as AKDC and other 
public assistance, are already counted as income in the determination of income and 
fH>verty status! Several publications in recent vears (see, for example Browning 
19*.. and ilOi. Puglin 1977; Smeeding 1977a, 1977b; Anderson 1978, 1980a, 1980b 
and the Congressional Budget Office 1 977 1, argued that the official statistics on pbv- 
t'rty ove rstate the real number of poor people because they do riot include noncash 
government welfare benefits, such as food stamps, subsidized housing, and free 
health care, in calculating incoriie. (jo^erririierU expenditures for_major_inkind 
transfers in the form of food stamps, free or subsidized school lunches, subsidized 
housing and medical care grew from $2.2 billion in 196") to J72.5 billion in 1980 (U3 
Bureau of jhe (erisus. I982a>. 

J _ naV r two fc|nds_of _t^icernsjyith the way the debate over the counting of in-kind 
benefits "as evolved. First, there are some considerations regarding the inclusion of 
n»ncash_beneflts as income that have not been tally appreciateiJ 1^ Since a Census 
Bureau report ( I98^a_i on this issue provides a good discussion oT the many technical 
problems regarding the valuation arid inclusion 6T noncash benefits as income, 1 
only have a few comments in this area. 

Secondly, and more irripwrtaritly, other issues surrounding _the_proper measure? 
ment of poverty are as important as that of noncash benefits, but have not received 
sirT)iliir _ »M^Ai*^.v Waiiv_pf these issues are discussed in other parts of this paper; 

( * n a ^^r^.'Caj level i have no quarrel with counting noncash benefits as 
^v_yr*^: .There_.ia_ j_io . tieoaoa *ii> At should separate insccxu- frarn ncacssh 
income in assessing a person's well-being. However, I am concerned about mow this 
idea might be put into practice: If noncash benefits are counted jis income, shouldn't 
they be counted for the ?ich as well as the poor? To do otherwise is not only unfair, 
it provides a misleading picture of the economic characteristics of the population, 
hven if we decide to count every one's noncash benefits, there remains the practical 
problem of assigning a dollar value to these benefits.Jor the time being. I think the 
p roblem of properly va I uat i ng e yeiyorae's non cash benefits are insu rmoun table: 

*he proponents of i ncluding noncash benefits as income have focu^d oil 
K ov ^r nrnrnt ^ ^n^lu for the poor and have largely ignored the noncash benefits re- 
ce*ved by the_non4x>or._Emp_loyer-paid health and life insurance* tax-free interest re- 
ceived by_ some investors, the enormous tax breaks given businesses, tuition subsi- 
dies for_ college students, and price supports are all government benefits that 
largely to the non poof. 

JCecent data indicate that almost -137- million Americans enjoy group health insur- 
ance either entirely paid for or subsidized by their employers (UJS. Bureau of the 
(Vrisus, llK*a). Almost 48 million workers are_ provided with a pension plan that m 
partially or totally paid for by their employer (U.S. Bureau of the Census, J9K3aK 
* able 1 shows some of ihe noncash benefits that cUTently go uncounted 1 think it 
is clear that most of these benefits go to th* people with income ibove the poverty 
hne One_fecetit stud> shows that the valat of noncash employer benefits equals lb 
one-fourth of total remuneration (Hays and Huggin, 1981 1 
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If the giwerhriiehl i* g'>«ig to a>uht in kind benefit* m income, shouldn't the non? 
cash benefits of the middje<laaw and the weUto-db be counted just asthe in-kind 
benefits of the poor? Some proponent* of the incl union of noncash benefit* in meas- 
uring .poverty seem to be .adyocat i ng one standard Jbr the poor and a different one 
for the rich— count the in -kind benefits of Jhe poor but not the in-kind benefits of 
other* If the ncvicash benefitsAo the nonpoor were counted as income—and taxed 
appropriately — the increased revenue would do a Rreat deal to offset the current 
budget -de licit; - - .- -. -~ — 

The Keugan Administration in concerned about the impression that it has been 
unfair to minorities and the poor. Yet. when it was recently suggested that certain 
noncash Iwriefits received mostly by the middle and upper class 1* counted as 
income antl taxied, the Administration lobbied against the measure. The ftdministra- 
tion could start to dispell its image of unfairness by lobbying just as diligently 
agamst the inclusion ot nonca^ (he definition loT poverty. 

ThoeH' iTL poverty: represent only one end of the in 
some extent the poverty, threshold. whiLcO who is not. 

depends on the characteristics, of ihejentire inro^^ a clear pic- 

ture of that spectrum, we need information on alL the_Ancome (cash and noncash) of 
all the people tlonseouentiv, if we want a clear picture of the. well-being of the 
country, we should include the noncash benefits received by everyone. 

While it is true that noncash government assistance programs have grown dra- 
in at icaHy in the p^t two decades, we Jh list realize that to some extent those pr*> 
grains ai m ply replaced assistance that was Formerly provided by family and friends, 
two decadew ago when a relative brought a bag of groceries Mto the home of a recent 
widow, or a family whose ; bread w^^^ counted as 

income. To include noncash benefits as income how^ bemuse 

fe rent sou rev - 1 he gove r n ment — wouid_ pai nj_a_ mislead ng pict u re of changes over 
time; Of coarse; many people today recejvj?_ajaistju^ 

which are not counted as income: Counting the noncash. bejneAU J"e^jve^_fron^ 
government while ignoring those received from friends, relatives or jnongovernment 
agencies sterns unfair It penalizes those who have only the government to turn to, 

Furthermore, some of the noncash benefits^ to the poor have important value for 
the public at large. For example, medical distance for the poor has the effect of 
improving the 'public health*lof_the entjre couhiry^and since the health of every- 
one is interrelated to some degree, there is some benefit For the hbhpoor as well. 

I would like to emphasiiie the methodological difficulties of including honcash^beh. 
efits as income, TJu& iiLfficuity_ is recognised in the recent Census Bureau (1982a) 
report, which tried three different, met hc^ f^ 

did not come to any coisciusion about a prefeJTedjrnethod of evahiating in-kind wne 
fits but did conclude that various valuation techniques would produce widely differ- 
ing estimates of the number of officially poor; 

miscellaneous factors ArrEcriNG povcim FlGUBBs 

There_are a number_of miscellaneous factors that should also be considered in 
evaluating poverty figures. The individual effect of each of these factom » relatively 
smaii. bui their c^U<tive_ eff^ 

measure of poverty. In addition, these factors sometimes act in subtle ways and 
Could easily be overlooked. 

(re* graphic wnatuw 

One concern in the current use of the poverty index is the lack of ^ny geographic 
variation. The same measure is^ased for h^h-cost^f-lUring areas such_as_ New York* 
Washington, and Boston and low ^o«t areas such as rural Atsbasos or Mississippi- I 
think it is cl >ar that an income which is a poverty level income in one part of the 
country may not be so in another part. - _ _ _ . 

ItWbLS Family Budget for a Jxwer Standard of Living mc«rporttes^a limited 
gejgr^phk aUfferen^ P&*9n i lives makes * difference in 
ht« muchJncome.is necessary toschieve a given standard of living. A recent report 
on the BLS Lower FamilyBudget WS^ Department of Labor._l982> a|towMhat the 
cost of the same standi of uvingJs 5^9 per^ 
ten areas than in the urban parts of i»omi^roDpUtan_are^ 
Furthermore* the BLS bower Family Budget in the highest-cost metropolitan area 
(Seattle-Everett, Wastungton ) at*JX;L24 is IS percent higher than the lowest-cost 
metropolitan area iDaliasJ at (Both Honolulu* Hawaii^ and. Anchorage, 

Alaska, are substantially higher than SeSttle-Everett but were not used here be- 
cause of their unusual mature.) 
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_ Since 7f> Ben-eHI <.r the U S population lives in metropolitan areas whirii een-ral- 
ly havener living eimU than rural areas, use of a single National poverty stand: 
ard is likely to un<frttwtimate the poor in urban areas 

Aside from brii , treatment by the U.S. Department of Health, Education and 
Welfare in its report to Congress (1976) and by Pendler and Orshansky (1979) the 
issue of geographic variability has received little attention. There has been no at! 
tempt to incorporate^ geographic cdst^riivinK differential injhe index, but it is 
pi-tTve luunlity 8 ""' 1 * "* t ^ Flivin ' ? d'fVrential for the poverty index would im- 

Use of pre-tax income in determining poverty alalia 

The poverty line applies to income before taxes. A family with income slightly 
higher than the poverty threshold really has a spendable income below poverty 
fevel Meruxes arewmovod: Since the income paidin taxes is unavailable to cover 
the expenses incurred by poor people, t should not be used in determining poveSy 

Recent dau indicate that overall about 23 percent of income gbea to various taxes 
In those households in the $7 500 to $9,999 income range, about 9 percent of inSme 
goes to taxes -U^. Bureau of the Census. 1983c|, If thf poverty line for a famuyTf 
four were adjusted to accoant for taxes, it wduW be $10,750 rather than $9.«62T 
thita collection factor* 

r^lr^L^ fr0m onc of two P rimar >' ^ Decennial 

(^susjind [the March Supplement tothe Current Population Survey (CPS) Be- 
cause the census is taken only once every ten years we use the CPS dau to track 
yearly chafes i in the^use and composition of the poverty popv ation. But there is 
evidence _that these CPS figure* underestimate th/real num& r of poor Corner" 
siQjis of decennial census figures with corresponding CPS figures jor 1970 and 1980 

^1^ ' ft ^S*?™ r 5 ^percent lower Uuin (Se cot^nS 
census futures. ^Myefforts to imdenAand theae dLfferences suggest that the o^reich 
^iT m n a88 ^ ? * UH l Wlth ""JkcenniBl Census is reapo^DTror getting many 
5?S le toRffW** m the Censua who are probably -injssed in the^^s™ 
Siir^-l if* l l£**mt±M<>re faith in the De^nnial figures rather than the CfiS 
«S;J?u ? ' than l £f l TO J . f fr™ *? revive each jrear from the CPS under. 
•■'JW^ the tFue member of officially poor by 5 to 10 percent 
t . A l^^L^ Cetl8 a U8 ***** * higher proportion of the population than 

the CPS, that is not to say that all inhabitant re include in the Census* For elim- 
pie, preliminary evidence indicates that approximately 5 percent of the black fibou- 
latum w« missed in the l^Census^^ 

black males aged 20 to 40. a population that is disproportionateJy poor. It is likely 
that many aliens <particuLa^ are also miaseSin the c^nsui 

r^ 1 * f** 1 " ch *\ despite the best efforts of the Census Bureau, hundreds of 
^n^ n^T° P * P ° rtl0IS *™ **** #eF * h< * inclu<fcd m tne official 

SUMMARY AND CONCX4J8ION8 

TTte^ at a measure of poverty produced 
surprmnKhr similar resulu ^ revised Orshansky indet r the h^rketiaaket^ 
^"15 P^Wic o^nipn tt i| [indicate .that a poverty line for an averrc family* 
four should be in the ne^hborhood of $15,000 a year This clearly suggests that the 
current poverty hn* of «?^2 for a family of tour and the airrSt^at^of *e 
nuinber ofj»or (34,5 mrilion) are too low. 

Measuring poverty accurately m a complex and difficult task. While the inclusion 
^1!^^^^^,? «J«>™ 6)r the poor has been the most widely discussed 
optionjor cha^na^ equally irnportan* 

app roach** al^^ the im^mmim^ 

elusion or^Klusion o^ iague-or even the most impor- 

tant issue^noerw^ *^ 
_ Since the pwr^ deiiniuon was constructed lit 1964 there have been many ad- 
vances in social science measurement techniques. Our capability to use sample sur- 
vey? hat, it^gwe d enoro oas.y; Cu^uler dt*riapit*rtU allow ua to suriyze vast 
hf- 1 S!!!^* 8 ^- 11 ^^^^ twe^y years ago. Statfatki_te^kj<» haw 
^ <rf the inost difficult social naeswrement 

problems. There is every reason to believe these developments can help us create a 



more satisfactory (accurate) measurement ol poverty if we establish a structured 
process for doing so - : . — .... 

So brie expects a perfect measurement of poverty to emerge, over niKhL if at all, 
But I do think ij^ is realistic to think about improving the current official poverty 
definition, if we establish a reasonable process for doing so. 

I believe it would be wise to reinstate the statistical policy and coordination 
branch in Office of Management and Budget iOMBl to address issues such as the 
proper measurement of poverty. Recreation of a "rear statistical policy arid coordi- 
nation branch in.OMB; where experts are brought together on a regular basis to 
consider issues like the measurement of poverty, is the most fruitful step we can 
take to develop a more realistic definition of poverty. 



tASI K I — iN-KiKD BENKMT8 NOT COCJNTKD AS INCOME 

1 Reduced or free tuition for children of college employees 

2 Fret' or__bargain j)ric?d fares for airlines arid other transportation workers 
\l discounts for maiNtorejemployt* 

4 iiPw-coM purchases of company products 

f> Free parking — 

1*. Comjwny*pom*ored discounts on outside products and services 
7 Use of compan y recreational facilities 

5 U)w<ost fiu_ y housing on campuses 

** iVrsohal use oi company cars arid planes 

Hi Susi.m.^._lunche« 

U Kn?plover-su^idired meals 
1*. Awards to workers _ 
13. Free medical checkups 

I 4 : fhaufTeu r-d r i ven_cars 

15; Country -club memberships 

1U. (ompany picnics or other celebrations 

IT. Luxury* office furnishings 

Fringe benefits specifically protected by law from taxation 
IK. Health - insurance 
1*1. Death benefits 

20. Luje msu ranee 

21. Omtrx&tions to .pension plans 

22. Day care for dependents 

23 Group legal .insurance _ _ 

24 Van p< iols_ for commut ing 

2^> Meal* and lodging for employer convenience 
2*i. Scholarships 

27. jfeklucationa I -assistance programs 
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Reflex! Benefit and Pay Growth Generally Exceeding Inflation, Bulletin, bejrtetn- 
ber. 
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p ' Morton. 1!' ' Transfers in Kind: Their Impart on Pov.TtV 47 V 1 

/f^lS&^^^gl^" '« ***** 
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Hie (iaiiap JtefKirl. litKt. Report No. L>U. April 
,„.,, .. / l '\ s -^ -*/'-^lnr U.-jh.*!.< f,« ,vtuin K settled In W Transfer Benefits 
m*mi& " "" T, "' hnKal K " ,H,H Si '' V Ti".»«nv M.3 

/^^^l^ "T^*"" US. CsSife'ftSS 

i"< il _. . \ US ^ v *™ment Printing Office. Washinirton DC W 

I ^'^f^^Vof Uea th, Education and Welfare. WK/tTsTsS^&X 
i vV'T K ( -^m -w Undated by it* mscatm AmrnJmsntfrfllri V*^rt 
nse.it «l Health, Education and Welfare (April! "«w«ft. of ». art 

l'.* IVpartment of Labor. 1!I7». Consumer Expenrtture Survey Integrated ikarx 
and Intenuxfuaes flare. IS72.73. Bulletin H>j£Tibie 1 d 2ti '"^^ IJu "> 

and Comparative Indexe, for 

- l:*Ni. Ituivau of LaW 'J>i*u*\}*^ V<tH 
fi,w!mT' SWn ^ E - 19:7 <*r Otaoie* Poverty Line." WW- 

ehainran RsNGEL Chairman Ford and I want tJ thank you for 
™r l^ Um ? n >- . And aeain our apology that the public assistance 
conference _ifJS<>m on at the same time that weTre having tfu? 

We indicated this morning we have to be moving forward with 
some legislation Our problem is how costly would it be, whether or 
no u makes any sense at all. and we are going to need a lot of 
help in trying to develop a strategy- that can reduce poverty at the 
same time and not substantially increase the ^deficit 

We hope that you might agree in an informal way tu be workirur 
iiSn*Z% f-S towa ^ these goals, to get your insight into thesi 
things, If t.-ere are other things that you would like to add to your 
testimony, we will keep the record open. 

Chairman Ford. 

Chairman Ford. Thank you. Mr. Chairman 
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Mr. Hurt I ms, you talked about the Federal supplemental _cpm- 
[*nsation_ j>k^ wWch in 
most States, with the exception of Louisiana and West Virginia, 
has triggered bflT We are verykeerily aware of thatfacL 

As a matter of fact, the subcommittee which I chair reported a 
bill extending FSC to the full committee and we reported that bill 
arid passed it pri the House l floor. The differences in the &nate ver- 
sion and the House version have not been worked bui^ although ! 
will say that the subcommittee and the full committee, rib doubt, 
will come back with a S)-mohth extension. _ - - 

We are very cognizant of the fact that the extendi benefit pro- 
gram Has been practically diluted, but at the same time, we are 
using the IUR s as well as the total unemployment rate in the new 
legislation that ftopefully will be compromised on by both the 
House arid Seriate. 

I think that we wiil see legislation forthcoming in the very near 
future. 

Chairriiari Rangku We would like to recess the committee for 10 
minutes as we go to vote*. _ 

I would, like to advise Revererid Harvey the executive diiwtpr 
for JI!atholic Charities, as well as Colonel Miller of the Salvation 
Army that the Bureau <&t Census has agreed to allow you U> testify 
first wheri we ro_rrie_bacfc. We hope we will be able to get all of the 
witnesses this afternoon. 

Ttie committee will recess until I'M. 

[Recess-1_ 

Chairman Ranged The committee will resume hearings. I want 
to iBank you, Colonel and Father, for _yoiir patience with the com- 
mitteo We welcome your testimony. Father Harvey? 

STATEMENT OF REV. THOMAS J. HARVEY, EXECUTIVE 

DIRECTOR, NATIONAL CONFERENCE OF CATHOLIC CHARITIES 

Rt vererid HARVKY. Tharik yrou, Mr. RangeL 

I ^m- Father Thomas J. Harvey^executive director of the Nation- 
al Conference of Catholic Charities. We appreciate the invitation to 
testify today. 

1 want to thank you personally and your stall for the opportuni- 
ty to testify pri Jk problem which unnecessarily vexes our crontry, 
the growing numbers of individuate and families who have incomes 
bt»lbw our Ooverhmerit's own index of direjwvejty. 

I am going to pass over a io^ of the statistics, because I concur 
with most of the oth or speakers about the kind of distribution of 
reward arid_ penalty connected to some of the tax policies since the 
reconciliation bill of l^hbttt Ldo want to sav that I represent 600 
human service ^encies and ^_speciali«l ii^tutiorisjhat c^ 
stantly are in touch with the people who have been referred to sta- 
tistically throughout this day. 

We are rommitted not only to helping tneet the immediate needs 
of the poor and hurting in our country, but also to have a role in 
speaking out in trying to shape a more benign national social 
policy. 

We have provided, last year, $565.5 million _in_ «mces,_but we 
utilized over 100,000 volunteers, so it is very difficult to quantify 
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the frw .»">'iimi»UlM»ii. We also are affiliated with many voluntary 
programs nv t W t atholic ('hurch, such as the St. Vincent de Paul 
Society, _t(»» < hrjst Ch.ld Society and the Ladies of Charity, each of 
which invoKv thousands of volunteers and Voluntary contributions 
at the neighborhood level across the country 

1 particularly want to let the record show that it is our feeling 
that the increasing poverty unnecessarily vexes us, because in the 
recent years there. seem,* to be a conscious relationship between 
the growth ol poverty and current government policies 

At the same time <uir Nation has witnessed the growth of people 
within poverty, therv s^ms to be a deliberate policy of stimulating 
an increase m i unemployment, to curb inflation, arid a policy bTcu£ 
ting Federal funding \v> provide public service jobs and necessary 
income supports, whether in food stumps, welfare assistance, child 
nutrition and countless other programs: 

U>t me go to the actual questions that you asked of us to what 
extern can our organisation, whether nonprofit or church commu- 
nity m general respond to the increase in poverty, and second, how 
can t he ant poverty activities of the Government and charitable or- 
ganizations be better coordinated? or 
I would like to mention at the outset that one of the constant 
senices pmv.ded by Catholic Charities agencies is emergency as- 
sistance I would like to share some statistics in this area, but I 
would also hke to say the more we get involved in energy assist- 
ance as a safety net. the less we do what we are best at, that is to 
bring freedom to people in whatever kind of support they need 

As long as we get caught up in the survival activities of just feed- 
ing people, people whose hunger comes from the policies of others 
we are not free ourselves to do that which we want to be commit- 
ted, isome of these statistics are dramatic. 

From IiWl to l!>h2 alone, we have increased the provision of 
emergency meals from 496.ol4 to over 1:8 million. In New York 
our agencies Report an 82-perceht increase in food assistance r^ 
quests. A daily meal program supported by Catholic parishes in 
Baltimore used to feed laO people and now feeds between 500 and 
MM) people daily, a three to 400-percent increase. 

The room where these meals are served can only accommodate 
4.) people at a time so they have to eat quickly. It wasn't built for 
tnis Kind of volume, and now you find that there is even a lack of 
humane opportunities to feed people because of the volume 
loaHit* food bar ? k activit >' increased 100 percent from 1981 to 
1.*- Many agencies, and many Catholic parishes, have had re- 

raSon food * eVe " qaadru P le ' and ^ have had to 

The Catholic Charities Agency in the city of Buffalo had 327 000 
requests for emergency food assistant in 1982, up from 160,000 in 
J n ,^2,T ha; N , ebr: thc heartland, the Catholic Chanties pantry 
served 18.270 people, up 12.<KK» from the year before, a 300-percent 
increase. r 

Even in a sunny climate like Orlando, Fla. our agency reports 
doubted rt^uests for emergency assistance. This past April, the St. 
V incent de Pauf Center m San Diego distributed 400,000 pounds of 
.ood to some 30,000 people, and this is interesting because they tied 
it to serving the dignity of people with a certain volunteer time 




People volunUi'ml a regist ration fee and a few hours of volunteer 
work for a local church or community agency. 

It is sort of like a cooperative. For this, the ^registrantB will re- 
ceive a monthly package of about 55 pounds of food including eggs, 
Fresh vegetables, meats, and beans. Large families can pay multiple 
registration fees, with a ceiling of $68, and receive up to $360 
worth of food: _ 

If we /hove from hunger to homelessness, we find that Catholic 
Charities report that emergency shelter for single adults grew from 
VMM) in 1981 to ih\-(m in_i98i This represents those agencies that 
traditionally were identified with adoption and marriage counsel- 
ing were confronted with people at the door asking for these kinds 
of services: 

There have been tremendous adjustments Over these last 2 years. 

Emergency shelters for families and children nearly tripled in 
the same time to about-71,000: 

In 1982, emergency financial assistance grants increased 26 per- 
cent over the previous year, 

nancial assistance. Ia addition, it^should be noted that i>ur ^filiate, 
the all-volunteer St. Vincent de Paul Society, provided $60 million 
in emergency assistance to another half a million famijjes in_19S2. 

If we look at the people who are coming to us in need r we find 
there is a change in their characteristics, too. Not only the tradi- 
tionally observed street people, frequently male iMi^ u als_»_byt 
more and more we find the breadwinners are unemployed longer 
than at any time in our history, so you find younger people coming. 

In many States, intact families, whose other benefits have run 
out, are not eligible for AFDC as earlier discussions brought to the 
panel. We also find that these intact families will turn to our agen- 
cies, for help- 

Many families split fprsimple economic .reasons: __^_ey_ have to 
take to the streets, because they cannot support even the limited 
lifestyle of a roof over their head. _ 

With all of these too nq^ 
documented by many studies, not only those rontracted by the Gov- 
ernment, but the Harvey-Brenner study of Johns Hopkins, Univer- 
sity, we find all sorts of residual outcomes that are not desirable 
for the good of the Nation: 

From 19X0 to 1981, the number of abused adults coming to our 
Catholic Charities agencies jumped from 7,244 to 13,566. Many of 
our agencies have opened new shelters for abused wives and chil- 
dren, _ 

Certainly nrice those services are in place, a clientele appears. In 
1980, our agencies served i:i;312 abused children. In 1981, 19,070, 
and in 1982; already we have reports that there were 21,988. 

The trend is in the wrong direction. We are not heavily involved 
in the provision of health care, but many of our agencies, partieu- 
Sariy-in inner cities, do operate some clinics. With the cutback in 
benefits clue to prolonged unemployment, we have also found that 
in 1980, we served 59,000 people in our clinics. 

In 1981; this had jumped to 14UKJ0, 1 don't have a figure for 1982 
or 1983 at this time. 
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In the last year. I have listened carefully to the suggestion thai 
the voluntary sector, particularly churches," can and should take Up 
the slack caused by the budget cuts. 

I want the record to show today as a spokesperson for that 
system that private charity can't increase sufficient! v to make that 
kind of a dent. 

The overall responsibility for the general welfare of thejieople of 
this Nation has to be a public responsibility, and we are more than 
willing to be committed to be partners in rany_ way we can. 

Wj* coine to some of the su^estions that we would have for 
the Ways and Means Committee in this area. It is deeply ingrained 
in the Catholic church s tradition that to eat is a fundamental 
right one essential to human dignity, and to the right of life itself 
It ioes not come with work or it does not come with the profit 
ne^is of the Nation. When we talk about the implications for 
public policy, we are not speaking of feeding people out of largess 
or as a matter of privilege. It is the matter of being human, to have 
the wherewithal to eat. 

It is a mattei of social justice and basic human rights— rights 
from which entitlements fiow-^entitlernents which only the Feder- 
al flovernment can guarantee for all people: 

It should be obvious from what_ I_ have said thus far that oar 
agencies have had to shift considerable attention and considerable 
energy and considerable resources to meeting these emergency 
needs. This is always the case in a recession, Lui in the recent dec- 
ades it has never been this severe. 

A good part of the reason, we think, is the substantial reduction 
in what is normally called countercyclical assistance from the Fed- 
eral Government to the States and to local government. 

We would plead for the permanent enactment of countercyclical 
revehue-shanhg and a jobs program to J>e triggered by some speci- 
fied unemployment rate in a given community, 

Siost urgently needed are public service job slots, which can be 
used in the ivonjprofit sector also, to enable families to maintain 
some dignity in the face of economic troubles not of their making: 
Along with a countercyclical extended [ jnemplo^Tneht insurance 
program and some provision for health benefits, a goodly measure 
of the impact of a recession on those how unfairly bearing the 
brunt of difficult economic times could be relieved. 

You have asked how gdvernmeht/voluhtary sector programs to 
meet the needs of the poor could be better coordinated. We feel one 
historic example was the emergency appropriations earlier this 
yean WW. with the jobs bill. 

In that bill. million was to be used by the nonprofit sector id 
provide emergency meals and shelter to those in need. Well within 
the timeframe proyi^ vvas a rather narrow 

one, over !il million meals were served beyond the previous capac- 
ity of organizations to provide them and 11 million additional nights 
of shelter were provided tfti? homeless. 

A seveh^rgarii/ation board, cfinired by the Federal Emergency 
Management Agency, and with the United Way of America as the 
project s fiscal agent, within wreks^irauiaUyTtfe^ve^^ 
over iWM) comparable boards at the local level which identified the 




specific local urbanizations or programs best able to provide the 
emergency service. 

tl* *as only 2 j*rcent given for a^nijni^ratiqh, aiid in point 
of fact, for this first time the voluntary sector did not take that 
small Jwcenta^e. I think it is important to realize that the United 
Way probably expended 5250,000 to administer the program, and I 
ciiin. say without documentation that rriy office, in working with 
Catholic Charities around the country, probably spent as high as 
&J0jLKK>. 

_W^_4reL^*ilU n g_ t_p_ work that kindjof a_ j^rtnership, but J_do think 
administrative costs, if it becomes more permanent and this reces- 
sion continues, will also have to be b* <• ; into it. 

In the Htei Tax Act, as you will -^member, ^Congress extended 
the charitable contribution to taxpayers who take the standard de- 
Ruction. _Th_is was done on a jphasrf-in L^is w as to r^ui* the 
budgetary impact, but the legislation is to sunset in 2 years. 

I* *e are to act in Mrtnership with the Goverhnieht, we can't be 
denied the opportunity to have incentives given to people to sup- 
port lis. 

B_M_9 n _ .^..P^j^oB os '*r A"® ptej&nsdts in the House at. 
the present time to lift that sunset and make the deduction For 
charitably giving a f^rmanent part of the ^Internal _I^ T enue ^de. 

We wootd urge your committee to give favorable consideration to 
this amendment, as a stimulus to private giving. 

Clearly Congress aJso should repair the damage done by some of 
the amendments to benefit brograms tin the 1981 reconciliation bill. 
Meat notable were the AFDC amendrments, which hit hard at the 
working poor. 

Again, there was just so much testimony that l_wbh't_gb intb 
detail, but the amendments to repair this damage are in the juris- 
diction of Mr. Ford s subcbmjhitiee, so I hope his presence bh this 
panel today will be an important opportunity for him to carry that 

message. 

_ We urge sexisitivf examihatibh in Congress as well tb^ne of Jhe 
possible unintended effects of several block grant programs enacted 
in Prior tb_ the enact meht 4 many of thejcat^brical pr^rams 

developed, including title XX, required a percentage of jnatching 
funds before the States could draw down the Federal money. 

In Jitany cases, since States were often strapped for funds, the 
match requirement had the effect of stimulating nonprofit brgani- 
zSUoris to ' put_up the matching m arid thus -.strengt hen non- 
profit involvement in service delivery as well as assured pluralism, 
which we are so ^ committed to, in the delivery of human services. 

Chairman Ranger: We have a problem: 

( have been advised that the chairman wants to start at 1:45, mhd 
I do want to hear from the colonel before I am forced to adjourn I 
would like to advise the Bureau of the Census that the colonel will 
b^ pur last .witness, and so, Jhe fuH statement will _be_in the record, 
and 1 would ask at this point, your forgiveness and ask the colonel! 
whether he could summarize his testimony so that I can cbricludii- 
this part oi" the hearing. - 

Rewrend Harvey. I w-&s .virtually finished, Mr. Chairman, so D 
thank you for the opportunity to be here. 

jThe prepared statement follows:] 
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>tAr>M*si <» lz>* - Tt* 'M*> J l|A*vtv . Cwirnyc Difciz™«, National 

cir CaTHoIJC CttAJtlTltb 

. A >*n? F^th«CT_ThtfnTa* _J_ Jjarvey ..Executive Director of the National Conference of 
VVtkpJw Chanties. We appreciate the invitation to testify today oh a problem which 
unneveaaanlv vnt> our country— the growing numbenfof individuals and EaratJies 
who hjve income* b*How our government * own index of dire poverty. 

Cat hoi :c ('hunt i«s s. a federation of sbrhir fctM* human jservice agencies JM^3_i0_spe- 
culued institutions providing services in virtual I v all part* ^fjhe jJnited Stales. 
Catholic- ("haritie* sfwhsored bv_a religious denomination committed both to help- 
in^ mrri the- immeduite human need* of the poor and hurting in our countrv and to 
wurk for a more ju>t social t»roVr in which people can meet their own needs arid 
:»hare with others 

A aI h'^ u \^_^ fl i T ?<^ POB^anis rarige from providing child care to residential facili- 
tlr> >» n _ d P r ?9Lr«»ma» tor _trie_ elderly \Ve provide a variety of counseling services for 
'^^Air^in.^rrato. and_we have programs to help substance abusers 

W^_pro>ide tTnergency a^Utance^heitet; cloth ioig and food— and we provide ad- 
>i«v^> and legal asM*tance to enable people in need to secure what is due them 
(hir agencies have well over program services, and while they do foave paid pro- 
fe^ional >taft: they aJs*^ utilize .over -JIHMWNI volunteers ih proj^ani^jiv^rv 

In addition, several substaritiaJ all : ;olur.teer service organizations in iiie_ Catholic 
community are affiliated with us— the Society of St, Vincent de Paul, the Christ 
< hild S«-hv and the Ladies of Chanty, each_of which involve thousands of votun- 
tr-t- rv and v. .1 untary con tnbut ions at the neighborhood level across the country. 

!>*>_ pri*Mem of increasing poverty • .unnecessarily vexes us because it is, to all 
*n'r. nt *._and PUTS"**'*! acoriscjous result of current govern merit- policy. For ih this 
m«*L recent r»tvsMon_ : he Administration, with the assent of Congress, threw out 
mui-h_we.had. learned Mnce the l'.Mfc about How to protect the poorest among us, 
and the marginally poor, (mm the ravages of an eciwbmy the poor would hardly 
influence ' 

At one and the sam«* time, our hat ion has w itnessed a deliberate policy of stimu- 
lating an increase ih uhemplovjneht to bank inflation and a_ppiic> of cutting Feder- 
al funding to provide public service >obs and necessary income, supports in food 
*tamp*. * el fare assistance ^ch ijd nutrition and countless other programs. All the 
evidence in t«> date on the economic jwlicies of the past several years indicates that 
the burden> of economic adjust ment have fallen on the poor and on moderate 
income families. _ while, the wealthy of the count ry have become more wealthy still. 

Th-iLis the way J wouJd describe the problem: In the October 17th edition of The 
Washington Post. Chairman of the Council of Economic Advisors Martin reldstein 
described it_ luridly when he pointed out that, after adjusting for inflation and popu- 
lation growth, upending on domestic programs, except for Medicare, Social Security, 
and interest on the national debt", will have faUen lfi^ betweeh ISMi and 1!*M, 
K ven including Sticial Security and Medicare, spending for all domestic programs 
wj.lt have- fallen from 15 1^ of the (;ross National Product in \Uht\ to lM_of the 
C ' j n 1 Wr wo H Id agree w i 1 h Mr Keldstein s observat ion that this represent 
. rv v °] u 1 ,onar > c h* n £**_ i _n t he growt h of j^vernment , "_ We wou ld_ on j y_ add t hat it 
m; * r \ ? a . r i!y. w ! u! 11 ,na r>' new way for Americans to t reat t he ptjor and hurting 

.}'* 1 * n ' 1 T & ls < , that we ha [ve «_ grow i ng .number of poor in t he Un i ted Stales ; It ii 
r.ither ,»n inexcusable tragedy The Ux changes of increased the tax burden on 
?hf. averiigi; working family while giving saN^ntiaJ breafcs and, thus, income gains 
to the wealthy. The program changes enacted in invariably were more harsh 
(or. the poor, the working po<*r: and the marginally ^ior than anyone else. Mean* 
tested programs -thiiMV designed (or the ixyomti ih our society— wert* cut more on 
the average than any other programs. Meanwhile, skyrocketing interest rufSen have 
{>uvhed th#- cijsI of home ownership beyond jne rheahs of many families and nearly 
brought the having market to a hajt. Now we note the Administration want* a 

complete halt U> griverhmeht- subsidized housing for the_poor\ 

Congn-sKional Hudg€»t Office studies reveal that the combined benefit and tax 
^W^uf. 1^1 .actually result in a f<Hjr_yfar .dec_rease ^of_ii;420 for the average 
iannlv with income below $1«MHH» a year. At the same time, the same changes result 
'.n. a . * \ ! nc.reasf*. in j ncome .over four years for the average family with a previ- 
ous .incorrie jA over $M|j(KHI a_year 

.. You have asketj um to address two qu€*Ktliiti« as well as to describ** our work ih 
me**t ? niM_h*vneed* of i*^^ t\i To wHa! extent carver wganua^^i /^r «hwv- 
orofii or church. community m generalL respond to the increase ih Pi)veHy. and 
How cMn the ant i -|*»verty activities of the government and chart table organizations 
be to ?er ci¥>rdinat»vi 
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Ime of the constant srrvice* provided by Catholic Charities agencies is emergency 
assistance. From 15** I to VJ^l ulontv we have Increased the provision of emergency 
meals from 4**v»14 to over l.NJO.000 La New York our agencies report an in- 
create m food assistance revests, daily meal program supported fay Catholic par- 
ishes in Baltimore used to fr-ed 150 peofle and how feeds between 500-600 people 
daily The room can only accommodate 15 people at a time, so they have to eat 
quicR. \ to make rooni for thos^w^ting^Our agencies report that in the l ast two 
years meal programs hate shifted from ser >ing almost only «ngle aduJts to serving 
an mcreasrti number of intact families, an increased number of mothers with chil- 
dren 

_ Agency food bank activity increased__l!(!^_ fro^ JBc2. Many agencies, and 

manyJL'athoUc parishes, have had requests for food triple and even quadruple, and 
>*>me have had to ration food Our Buffalo agency had 327,000 requests for emergen- 
cy food assistance in up from 160,000 in t9#t: In Omaha, the- Catholic Char- 
ities pantry served I*;270 people, up 12,000 from the year before They refract that 
they have implemented a policy of providing only three days food to a family, arid 
that only thiee times a year. At the same time, they say tti^y are only scratching 
th«* surface of feedjhg_hun^-Jwople. Even in the sunny; climate of Orlando, Florida, 
our agency reports doubled reques^for emergerky services. This pas April the &L 
SA^^iJ^.V^MX^^^.AJ)..^^. ^«^_.d^n^«...4PQ-PQ5 PP*in<M_pf .food to some 

< " V . peopie_w bo vohi n teered a registration fee_ and a fe w hou rs cf_ volunteer work 
for_a Jocal church. or comm urn" ty agen^ a 
monthly package of about -Vijjounds of food including eggs, fresh vegetables, meats 
and beans I^rge families _can. pay multiple registration fees, with a ceiling of $66, 
and receive up to worth of food. ...... 

Emergency shelter for single adults grew from 3,900 in l&l to 62LO0O in 19«2 
r^ergericy ^heltrr for families and children nearly tripled in the same tistte to 
about Tl.iNNI 

In VA*'Jt emergency financial assistance grants increased 26^5- over the previous 
vear (her 6<nHmo families received some financial assistance. In addition, it should 

. .r* 1 ^^^. ? .P* 1 .^ "*^ e ?_t be_ *U*Vp! M.^*l**?r_ ^ ._ _ Vi ncent_ de Paul Society, provided 

emergency .assistance _to _o . ?r_ a _hajf mi I Ijon families in 1 9H2. 

__i£ail this suggests to yr j_t_hat_ there _are_ more people _pn jhe street, vou would be 
correct But. not only_ the traditionally observed "street. people/* More _brjeadwinners 
are unemployed longer than at any. .time in our recent history. In many States, as 
you know, intact families; who&e other benefits have run out, are not eligible for 
AFDT Many families split for simple economic reasons: You find intact families on 
the srtreeis. arid you find mothers with children on the streets. We are' seeing "street 
families' 1 

Thrrr ar«* other kinds of emergencies than the above. 

From llWi to It**I. *he number of abused adults coming to ou r agencies jumped 
t roTT l_ " '~*X to 1 •i,.V^> . Many of ou r agencies Jta ve opeaned new shelters for abused 
and . child ren Many__haye_iruroaft^^^ to the total family in- 

voked because most abused spouses do go back home. 

And children ' In T>0, our agencies served abused children. In IlWi, VJfiTO 
And J.n 1-^*2 we served . «J. J.^^ jaiau^d chijdren. 

v *«f hoi ic _ ( !ha. r it ie* Mociaj. agenc are _not_ a bjg_proy ider_ of health. care,_ though 
r;tfh<;l>c sponsored hospitals are._We_ do_ operate .some cUnics.JSince extended, Uflem* 
pl'stmjenl has left an increasing number of families with no health care protect iort 
you would expect, clinic visits to increase.. Jn_ Ii*K0, we served .59;43ti_ people in our 
climes* In It)* I; this had jumped to 141,522: I do not have a 1982 figure on this as 
yet: 

In addition, agencies tell us that they face a markedly increased caseload of 
people arid families seeking help because of substrnce abuse, arid other studies cor- 
rohoraie our agency reports. 

Our current experience reminds us of I he heed to make available resources to pro- 
vide preventative services such as day care, homemakens arid counseling, arid surely 
to provide cou nsel i ri g services to al f pa/eri ta u rider st ress. 

In tfot* last year. I have listened carefully to the suggestion that the voluntary 
^.tor, and the _churches_ in _oari|cuIar. can and should take up thejriacfc caused by 
the budgrt cuts ^ This suggestion, that_priyate char_ity_can Jncrease sufficiently to 
make key government programs unnecessary. bpth_ history _aind__rrality, 

Thfww* Ptfarramsjind. poor are 

made p^ibje throuKh. c^ 

duced as a result of current.fiscal. Doikje*. The Urban .Institute rejportsjhat non- 
profit, private organizations aland to lose bjdhonJnJtadfirsJ junds^w 
three years The loss of services is. however, even more extensive since State atvd 
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ocal iaAjrriinvtiff.il m.iiihing ruiid> are litHy to be reduced or terminated Volun- 
tary mi?mes have Imi maimo^ through cooperation with_j>ubiic funded pro- 
grams I~hey neither can replace essential government funds and. in fact will have 
a red aced 1 m pact * hen government f u nris are withdraw n . 

It i> Nearly a Federal responsibility to meet income needs. The voluntary sector 
an<3 the Ntate? . do not have, and cannot command, the resources necessary to meet 
rhose needs On J> the rederal government can assure the equitable distribution of 
Tru* country > gi>od= 

- --JET ^-V^L >: !^^^ pr ^ r roU * o{ ^ernrnent in protecting this 
r > hl ! h,, _ t 4Lnol»A*_<l]urch_ha»_a long tradition of w^i^ j t^^rA^, ^ t w^ s^b^ 
and our con vr rn and interest in Federal domestic food pbliciesjlows from that tradi- 
t_!*»Q. ihe I atnoU: bisnujts in this country, arid around the world have called the 
rvht to^eaL a fundamentat ru;ht, one essentia! to human dignity and to the right to 
lite itself When we talk about the implications for public ppjicv, ue are not speak- 
mgot feeding people out of- our larger or as a matter of privilege Rather it is a 
matier of social ju.Muv and basic human rights- right* from which entitlement 
llaw-rt-nutlement* which only the federal government can guarantee 

It should be obviojs lrom what I have said thu* far that our agencies have had to 
* hlt \ ^ ,Tt *]^ conaidtrable energy and considerable resources to 

rnnetirw Jht-se emergency needs This i» always the" case in a recess Km. but in the 
r.vent decades^ it_ has M^bttii this severe: A good part of the reason, we think is 
jpe substantial reduction in what i> normally called countecycl icai assitance from 
t£e redi-ril u.Aemrowit to the states and i*> local government. We wouldpiead for 
! he L|»-rnwnj-nt enactment of countercyclical revenue sharing and a jobs program to 
t»< triggered hy some specified unemployment rate. Most urgently needed are public 
-ervue >,r. slots, wruch can be used in trw? non-profit sector also^to enable families 
t_o maintain some dignity m the face of economic troubles not of their making 
*iong with a countercyclical extended uiw^Djoyment Insurance program and some 
provision for health benefit*, a goodly measure of the impact of a recession on those 
m £ unfair J> ^ tin*es could be relieved 

^ou have asked .^^mmrnt/^untan-.iKWr pfc^rams to meet the heeds of 
the poor could be better coordinated. One historic example was the emergency ax> 
propria! ion earlier this year of million to be used by the non-profit sector to 
prov ide emergen*? meals and shelter to those in need Well within the time frame 
Provided by (ongre*^ over :U,<A*»XK) meals were served beyond the previous capac- 
ity of organisations to provide theni arid over -'t.MJU.OOli ad iitlonaLnights of shelter 
Here provided the homeless A seven organizai .m rational board, chaired by the 
federal _fcnergenr> Management Agehcv and with United Way of America as the 
project fiscal agent, within weeks stimulated the development of over \m com para- 
hie ; Nurds at the local level which 1 iclentified vhe specific local organist ions or pro- 
grams best able to provide emergency assistance quickly: We think that this one 
>h,,t Program was probably the most cost efficient- in the history of our nation And 
even though the .legislation proyjdt^ for up to 2^ administrative costs, all the ha- 
ll"™ ! n«n : p«ifit organizations i_nv<^ved waived any administrative charged United 
.America alone expanded approximately 42^MMK» in serving a>v fiscal agent 
)et it ;s estimated thaf even, if all legitimate adrhi h ist rati ve cost* had been taken 
*Ufh_«#t* would have only been approximately one-half of 11. I might add that 
this, may; auso be a unique Federal program in that more was expended tfahjiW 
gr»» appropriated Jiy careful fiscal management, some ^T.^MNNI in interest earn- 
ings were added to the funds distributed around the nation. 

Another government action which could substantially improve ^ |»o\Trnment/inde. 
[indent sector coordination in-meeting human need* lies in the jurisdiction of your 
lull t ommiflee on W ays and Means In the tax act, as you will remember t<w 
tfn-s* extendt-d the charitable contribution totaxpayerswho take the standard de- 
duction This w;is done on a phased-in basis so as to reduce the budgetary impact 
but the .egislanon sunsets in two years j^fiis[ation is ending, with over 170 ci> 
sjM.nM)^ »n the Mousse as of the present moment, to lift that sunset and make the 
deduriioj, tor thantable giving part of the permanent Internal Revenue (xjde we 
w<,u!d "rge your fiivorable consideration of this amendrm-nr m a stimulus to private 
K l . v l n V ' n * , _ri'M'arch indicates that _t he revenue Jost to goverhmeht is more than 
°."«:L ",V .«hf. gain in J h.mUible gjyirtR, and also that most of the iricreased giving 
romo lrom modest incimte families and goes to human service organizations and 
*mrv h groups, and rhurrh Krr»urw ^jw»nd m/wl of iteir maxa** m «w4irrf h^mAn 

needs 

0* arl> Congress also should rejwir thn damage done by some of the amendments 
ttJL^aW/.Lpnigrams.in the M»sl reconciliation billx-Mcwt notable wert^ tfe' A FIX* 
arrw-n-d^ents which hit hard at the working pcwr. The amendments to repair this 
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Jum^v urr in tU_- .it4r.1xii. t* *i «>< Mr Kind's >ubcunimittee; and since *e understand 
iht* m»«nt*> 1* m the i»u<i^»-t rtxtlutiori: we H<>pe trie ainefidments can be acu?d oh 
>■ *jn ._ 

We ur£e =^ri>itive -rxa^inatioh in Congress as well [to^orie of the possible uriii- 
f t-hdrd eifevt* of t he ; aeveraJ block grant programs e\iact«i in - X'Hor Joj.be en- 
^nu*nt. manv of the .categorical _i>fp^rams involved- including Title XX. required a 
J*'fr.'!!! , ^**5r j*? r _nvatchinir fuadi before the States _ could draw down . the Federal 
•?..._}•">. In rnany ya>**», sance States, were often stripprd for funds, the match re- 
quirvnw-nt hud th«* Hfr-ct of stimulating non-profi; organizations to put up the 
mai^-fung money: and the* ^fefi^hened non-profit nvoivemeni in service delivery 
:u» well u> assured pluralism ih our >»ervice capacity. We ihihfc pluralism here has 
pH^itiVt* villi*- for our o»uhtr>._ahd hopt* that C^oii*.ress will watch clo^ly^heMmpait 

^ %K '^ *rrant> which do n<j« require a Staje^^tch^r^ thus may provide an incen- 
* 1 V* 1 V.r *-' r 1 1 H£ at e de 1 1 yt-rv of more and more s**rv sces._ 

In hi> enociicaL "f\icem_ in Terns/. Pope John. XXIII taught that ": : every 
j*-r^n h.*> the rmht *<» hie; to bodily integrity, and to the means which are suitable 
Uir the proper development of life: these are primarily food, clothing, shelter, rest, 
rfiihdu'ul cari\ ,ihd final I> the r^e^^rv MHial services * 

WhiU* htjieie thVrr are *wru* pr*vrams which are necessarily the roje of jjoy- 
i' rr n,rn T ,n J * •*? J»*n;e and compiei as ours— mcorne mainj^ance. he 
r» j ranee a rcd I- tw ir.corne hou> injc for a few e Jwmpjes do jcrt herw i»e .believe that 
\t« u _ ,N niuch i_h«- nonprofit .sector and government can do together And we look 
fi'rw.ird To thi> r;ei -rsKiry collaboration 



STATEMENT UF LT. ERNEST A._MILLER, DIRECTOR, 
NATIONAL IH HLIt AFFAIRS OFFICE, THE SALVATION ARMY 

_ Colonel Miu:kk: Thank you. Mr: Chairman^ I am Lt. Col, Ernest 
Millar, director of the National Public Affairs Office of the Salva- 
1 u,n Army. You have my prepared statement, which I would like to 
submit for the record; I will just make a few comments related to 
that rather than to attempt to read the statement itself 
Chairman Rasgeu thank you very much. 

Colonel Miixrr. We appreciate the opportunity to appear in this 
instance. The Salvation Army has been involved in the problems 6F 
poverty in the United States and around the world for more than 
HM> years 

f^ k l ihat oyer time, we have made some impacts, on that 
problem, and that we continue to do so, but it is an intractable 
problem that 'obbj* and flows with time, and Jesus once said, *The 
Door ye have always with you/* 

We are not really content to accept that: We agree that it may 
sometimes be so\ that the poor are always with us, but we believe 
that it is oi;r responsibility to do something about the poor, to re- 
lieve their suffering, and to make their lives more tenable while 
they are on Earth 

I do not have a list of statistics or data of any kind; bat rather 
my comments have been drawn from talking to the people in our 
organ i /at ions, who are out on the front lines working with the 
problems of poverty, the p^opte to do the casework, the people who 
actually rm*et the poverty, the poor who come to them for help, the 
people who day after day work with the ugly problems that arise in 
the midst of our poor people. 

They tell me that they are jdenUfying.jour dislii^Jrerid_s_iri the 
profile of the poor: They tell me that poverty is moving to the sub- 
urbs, that whereas a few years back in some of our major cities we 
were able to go into a particular neighborhood and know that here 
the poverty was concentrated in specific areas. 
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Now. we an* finding t headdresses of the people who come to us 
tor help located .in the suburbs, ottered jri some neighborhoods 
which appear to be affluent and well-ordered: 

_T et - l here are very poor people in the midst of those affluent ap- 
pearing neighborhoods. They are telling me that there is a rise in 
poverty among the people who thought they were in the middle 
class; or on the edge of the middle class, but who, because of ctit- 
*_v_ middle rnsanagement jofe or cutbacks in labor contracts 
-vhich !_they. jh^ht-^.^rt^' L^^je.wHd thought 
they were in the middle class are finding themselves com tending 
* ith poverty. 

There is a strange paradox of an affluent poor, people who have 
so much property, so nuch possessions of material things, that 
they cannot qualify to receive public assistance. 
...We heard from one family who said that they were selling their 
furniture one piece r»t a time in order to put food on the table, and 
they could hot quality for public assistance or even for assistance 
from some voluntary organizations until they would be virtually 
destitute and divest themselves of all of these persona] possessions, 
hiirh_L'it h be quantified with some intrinsic value. 
Then there is a dilemma of a new permanent poor, people who 
are living well past the age of 50, who suddenly have discovered 
themselves out of worfc, foj- w^ too did to trained 

for hew jobs which can command anything like the kind of income 
they /recently earned, and because their earnings in these years 
just before retirement will be much lower than previously they 
were, they will receive very low retirement benefits as wel£ a few 
permanent poor who thought themselves to be in the middle class 
onlv a few years ago. 

These are the human values, the human situations that are 
changing in what we are seeing in poverty at the present. 

There is a growing proportion of the population poor, s growing 
total number of people who are poor, a growing intensity of pover- 
ty among those who are poor, and this is an acute problem: 

The people who are getting public assistance, the AFDC benefice 
aries, are beginning come to us in growing numbers, because the 
help they are getting is simply not enough. 

Case workers are telling me that more and mere of the people 
they are seeing are people who are already n reiving some assist- 
ance, but it is so little that it doesrft stretch, and riey emergencies 
are arising month after month, and they are coming to voluntary 
agencies for help because their public assistance doesn't last 

This is a whole new profile; There are a number of pri^rams 
with huge numbers of voluntary gro ps who are helping to feed 
the hungry Others are helping to house the homeless. 

Just in the last wwk, 1 visited a shelter down in Houston, Tex:, 
where they tell me they were feeding 200 people a day a year ago, 
that number rose to 500 over the winter months, and is now lev- 
eled off to about 300 a day, who are still coming. 

They expect it to grow much. larger. in the winter to come, these 
needs are growing exponentially. With a recovery that is going on 
there is still a residue of poverty, and we believe that cri the winter 
months to come, we will see huge numbers of poor people who des- 
perately nwd help. 
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Father IJai>e>_jnefihoned the jots bill, which has just recently 
been completed. We werv pleased that we could participate in the 
wish of the Congress to pass that raoyney out quickly to poor people. 

We were able to feed millions off people, to house hundreds of 
thousands with those funds, but as Father Harvey suggested, there 
is an acute ne*?d to help voluntary organizations with the indirect 
costs entailed ir those programs, 

__While sur^ willing to do |t in this ► ii^tance, t^ab^rb thoese 
costs* and they ran be very- large costs, if those programs are to be 
repeated, it wilj [ be jfc&Jijx&^fy to work into the program some 
means_of covering the indirect costs and the administrative costs 
entailed bv the voluntary organizations. 

_TN*? s 'P\ u P^ry RH^i^ *M? by the Congress for the 
ver> reason that they have well-structured programs and good ad* 
ministratiye oversight to the programs, accountable lo the public, 
but that accountably costs money, and in order to maintain it 
and to continue it t the cost apportionment oT the funds that are ex- 
P*11&A A n ? Proj^m to keep it jn^igce,_and we appe^ tp tte 
Congress w> be sore to cover those administrative costs of the vol- 
untary ^organizations ^Hjch haye tp <^ine from sbmewfer^ and at 
tht* same time, w<* ask help with the charitable contributions de- 
ductions. We beliew that, and it has been proven again and again, 
that _the money raised I by the inwntive of a charitable cwtribution f 
the monev^ that comes to voluntary organizations is much larger 
than the revenue loss to the Government 

Since we are concerned with the same problems the Government 
must be concerned with, with helping the poor people, we believe 
•\hat that incentive wHh dedurtion is a 

very effective use of uax policy, and that it should be contsfsaed and 
sustained. 

I l ^at time is Kcr.e, and we apprecjate the LP|^ttunj_t^_ 
here and we want indicate the willingness^ indeed the eagerness 
of vqjujUaj^ with Qpyefnment. 

We believe that a partnership between Government and volun- 
tary organizations is the best way to achieve the ends we ail seek, 
and we believe that growing f^ftnershijw between voluntary orga 
hi7*itibns themselves is another productive way lb work together, 
and P'^S L * pur best efforts to achieve the l will Lpl the (^ngress 
and of the f>eopie, whirh is those things which are best for all of 
bur people. 

[The prepared statement follows:) 

StAti.MKN't o> Lt < oL Kkutjtr A- Miuj*. I)i lux tor. National Ahaiw 
Office, The Salvation Army 

_ Mr < "tei i rm/» n I am La _u t .Colonel ErneHt A Mil ler t Di rector of the Nat n>na I 
Public AfT:t?rs_ (WTice o*_ The Salvation Army; We_ appreciate the o-pportounit* to 
&p\v>*r bi f or^ the Joint SaM V>mmit to tiiacufw the problem of the Poverty Rate 
l?Kr**fc**» in x\w United States 

The- SalvatKjfi Army Km been involved with the- problem* -of poverty in the 
tfhit*ti Stiiti*. in the world, for more than a hundred years. My owtj eij^nence 
535i^*;wrS; 4 tz*xazs£*q*. tfan* aaware Kha& j$ ^es^^rv, 'sawfe tiwtf 

nine *wkih«r_in communities of mid America amontf U*e problem*, and amon* tfi* 
pfHjpl#» affected by the problema of poverty^ 
_l?i the iprej>aration of t hi» testi mony I have talked t«a Salvation Army aocial aery- 
.<^i tf^tpr** l Joc«! c**** 1 worker* *nd ^miniatratiye leaders at jnahy leveja, . and_in 
all part* of the country In recent »eek* I have met with groups of Salvation Army 
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.il.fcir-r^_.t* r.K It r«-(*«ird ..o |»»vrrtv programs, ifj hi> own area; £r>d I have visited 
'h.»r' ^tvraji^ in rii.tTiv |».irt.- ut tht- tountry Over the pa^ ^erttl-^mtlxa I Have 
>cr\rxi a j*ierr;b*-r of the Natu.*w»l B»kird lor Emer^^-ricy Foui and Sfae^r created 
to ej«?ribule iund> appropriated in the Jofe Stimuli^ Bill of h*Kf 'Public Law '^.>L 
Jy\**jT^. * lTn many groups meeting in the natron's rapataj over the patrt ?war 

M* 1 .^ r **A-'^>r 5 " &royeft>_ amd it* _eflerti are extremely difficult to Jfefeen&bkv 
^! ir '_? n:rurra»nir«nl "Hen ac^Vbated »ilh_ poverty cauiatra. its vulim* u^. htJ* thin* 
yha!r.r\ ^u/iJ.Tti «tirve»xl the inipLiit o4'_prAert> Off.tftaHr Jives Furthermore, the volun- 
teer*, and the voluntary agencies *rki >^k ui hH ji the poor are often much more 
ri!f*f Ae vn pt Ultg s*^ue and in giving htjp than in keeping record* or gather 
da°a K*r tha*e rtwvifts rnurfi jh^umliU^-ns of tht^^tetwnc a_re the sum- 
mer v ut L.im merit*, j£3**trr*d from experienced Ndvation Army workers Rather than 
v drawn ^ drawn trom the feel- 

ir '*> «>r«4 *•* *h*> live and work wjth the proMem 

Wtth vjrjtha^ government agent U 1 * sabmmmg te^tinwmy to the Comimittee baaed 
«v.n .ju.*nr;fuh!e d.*t.i; it ?*-rfn> appfo^rwle-thal the Committee Should als>o hear from 
rh«- tr-»*;» who itiilv fi£ht the balUe This. te^_inv.m> attempt* to fbcu> th»* com- 
T.en»- < j* .v n « tho*e_fnMni iin* u aoJdieni in The continuing war on pove > The 
S^v.v'Mn ,\rm> i> .1 j*-t>i>t#-ni adversarv in that unending htruggle 



I be .;f poverty i> changing jri the Some segTmnU of 5he jxipu ution 

f 1,1 vi rjdiii fi iliv a^umed to be poor *uch a* migrant farwi worker » w^er 

« itv L'rodj> with ^rxieveloped job _*kjli>. new immigrant* with_ jjroiited. iju.jnuiict! 
" Kl J^ . * 1 _ n _' 3 .V*her groups* The^poor^are sail] *_it_h_ u.-> jiyt nt-^ groups are entenrtg 
T he_r._4nL* «»t..j*«>ertv for thr first time Man>_of the "wp* poor ' are tho&+ wh-j cot»- 
^I'U^i-t^nw-lvi^ t.i tjr* tt&injtf their way into the middie claa*— juit befi>r\ they 
-utft-rtti rr\»-r>e> th-it rh.*n^red their lives 

fuf k*\ vjlUan i> uheft.pltHnient. and it taken hew turm in th? r><S. A 
uiii niploinu'rit Ka» itimed arhoci^ ^>pulaj jon j;7roups iMinibu&lj- ocm^kiered secure in 
the-ir jut*., it has hhi*u^ht poverty in it> wake .V^ple who ^verjirnc^ned it cpul? 
h ip^ n :«> thi ti. and Vkho were, tftei^t^ to .ieai ^vthjt Mant 

! rf ._F. n, ^*_*. _ )**/ r _^[* i ! T * e _ .1 h« h m?»eiveji» tor their iikfirimaL in their. ef^vajra^rieWt 
f J'" v ^.h'*^*^ jo .?eek_ h**ip They often were liberal donors to chantable cauw**, 
ihe> ,ir^- no_» redurtant to help from ager.cw^ and neEjjhho: s they have pre- 
vhiu>U ardn;j._arvd w r>om_th>-\ hiiv** known m> weM Kor cotnm unity gmup* who wish 
h> ht l^ theni irn-y are often dit'fieu.: <ir irhpG^ibJe to <rach with the a^oitarx-e thei- 
df>f.»*raieiy nerd In our cimverSaiioriii about thi* priiblerh Salvaium Arthy sbciai 
u «rfer»rs Ihwrn variou> placed have mentioned many of the tw*me trends or conditions 
S.»n^ t«t iheMe-trvnclx iiw lude 

INiierti in the Miburh^. 

^ ,ri _ tn ** ,: ^!* hj!« : middle cla**: 

•S h?! * 1 " I- * x * " «*_ ffl ■ n_t ir ■ _ 

A_?.»r?*> "If^-^f . ! f* rnianenT {>»«>r j 

t ^►viini>;\ thi-M' trrm> require Mime explanation 
_ r rt\ in tht- suhurb* began to b»* noticed by Sal v iit ion Army Wf/rkei> during the 
rhrt-tni.^ mmvh) in V.i»2 It wa> oi»M-fi'i a d thai, ccimpiiri'd to pri(>r year^v a much 
higher projinrliofi o| appJiCiiht> lor rhrwfrha* ajhi»i.«stant*e gave K*me :wjdri-»*w* in the 
«.iiht;rb^ TtitHif fiiriiilly rriowt ptK*kH» of poverty in large rhetropolitafi wfeaw hiive 
•»e* n » on 1 1 n t r iTed i n t he inmr city city * I u m> ,i nd decay i ng neigh '«>rho<^ have 
In ' t h* a rt i> < . f i h( ma *»t c row d t ng a nd the li,i*t ex pens i yr hpuMing tTw git^raph - 
!L *;»* ,on ! n .t !.i??>.?"rty.ihf rSofft Miuid [often t«\m<ii > nhfWd_ with pORtal /ip coden The 
M * * 1'heniirneriorj _i> jhat.jiropie seeking heip are ot'ter) KCattenHi throQgh generally 
atll.uent urea> and in Kf^hle _neighhtjrh<n>ds The effect* of poverty are paoetratihg 
it tj) area.«i where not expivted 

A aiM-.in \*nrt\ .ffiay_he the hietropolitah arwi 9»urr^uhdirig the nation^ capital 
tit>: Washington, DC Mohl<Hrortiery ("<)uhty in Mary land, arid Arlington County in 
V'irginui are suHurbari area* immediately adjacent to Wa^hirigtoh ari(j tK '_I>irtrict 
of (J wun i hi a ]{»xti counties are regarded to bt» among _the mow! ^jifflu^nt. ectmoftucajj 
! > H '* _ ' v .'* r *. 1 h. \ n '" !•!*? ,on - N p i t_K«»r county has wen. _t h<» _n«rd. .for a_ progra m or 
f ' l ' M v li'r.^nji'fgv.h^vJh*^!^ 'ir.^hejt^r f<)C_iU_ Cit*zenji— untij_now^ Montr^romery 
L-J^^Jv. i» m^oli^fing wijh The _Sa]yatK>n Army ior o|>ening ^MCh « facility within a 
l^.* .*^ k>._ and Arjington < Vuniy !ia« ojjened dixcu»»*on^ for a aimilsr |>nigrHm to he 
nnened in the near future The reason for their action i* that poverty ha* xprung up 




in :h*-t*- aiftuent »u*>urt» and there is x mew need for programs and facilities to deal 
with it. _ _ 

The phenomenon s nation wide A» unempJoyment has begun to reach unexpect- 
ed segment* of the population, poverty has followed The ~raw poor" may live- in 
some o? the tidiest suburban cottages, tn the midst of apparent affluence, where the 
mortagage is just about to be foreciosecL 

FtMrrty in the erstwhile middle classes reaches whose who bnoe were middle man- 

— — . - — ^ * - k. ! ■ A- .J . ,. . 1» fc » ■ ' » —' ■»,<» ^« iE^ j ^ .«« ^ - ..» 1^^* ■ » f+ 

df^ri a trt t >tii M HJtWiT» v fr*** ' ****** ituw » «-»f^ »a f*?**^ wtc — • i •*> 

in stable industries, protected by strong union contracts. The changes %n manage- 
ment *t>le; eliminating mamy white collar and management jobs, and the cut backs 
in smokestack industries, has thrown into unemployment many proud and confident 
Americans who thought, they occupied the middle das* Many of these might be re- 
garded as: 

great to allow them to be eligible for many forms of public, or ofter priv ate, as- 
stance They: h^ve a home in a good neighborhood, nice furnishings, and a recent 
model car Bat be\ng uneipectedly unemployed they can't pay the mortgage— or the 
parent* on the furniture — or the loan on the car: Yet, while «11 these thongs are in 
their fsjstsessBon they may not qualify to receive assistance. _ 

One farhiliy. in _a cn>d western city, wrote to The Salvation Array Jast Christmas 
wKeffi they received the customary fund appeal tetter. They said they had always 
h*T_n> donors in the _p**t, and that tf^_«puki like to give again. But this J?ear they 
wrrv unemployed and hoped they_ might thtt time ask for help They explained that 
their nftit.rr.rr>aJ asttetv made them ineligible for public assistance, and t&at, to put 
fiKMi ijin' the table, the* were setting their furniture piece by piece: Wnen ail their 
material "affluence 7 ' shouBd be gone they could qualify for public assistance 

A neu t ld** Wf ''prrnuitoehl fx** 1 " has also emerged. They are workers over the age 
of^i_._ whose >fcill» have become obsolete They may be ioool^to be rrtrairord for 
Tw^iskyi*.^nd_t^y:aie too young to qualify for retirement benefiU or locial secun- 
iy .. Wjt h l j^w-tiremeni _>ear* at_ little _gr _no_«rmjsgs before them, they may expect 
that retirement benefits, when they become old enough to qualify, will be meager 
indeed 

the c rowing ecoatZM 

___T_h* lBu^u ***_A9 the p^We>n o^p<wrty in the IJmted 
St4^te» were jawing. ThejODnamMj^^ front line social workers, and those who 
v *k every day with the. people jtffecte^ by poverty L is that the Census Bureau num- 
bers are correct, but that those numbem teU oniy^part of the story. 

The fall story of the fi rowing Problem contains at least these four components: 

1 A j^™*ing jproportion of the pojniiiUcif;. sre poor: 

2 A growing number of People are poor; 

:i There is a growing intensity of Poverty among those who are f»or; 

4 Theiire is a growing tnabtJi'y on the part of private voluntary agencies to fill the 
gap*_of jwijnet need* 

The growing prpjwrtion has risen to Ifi (h£ of the population, according to Census 
Bureau /tores i^jeajwdjja August _ 

Tr*> growing number rwe.w M 4 m> ::-m people who .arejjving^im j^lvit t.he_U$ 
(iovernitnem has determin**! to b* a ssiinitwum level of income, below which is pov~ 
rrt-v 

the grbwirig intensity may best be (tewenbed in the press release » of this joint sub- 
committee on Se^etttber ^fcn deacrib*#g: ' ^ _. the decline over-the past ten y**rs 
i*i the real * after tnflutum' fevel of public asswunte benefit* ." This decline in real 
bt^nefiu im neen in the trowing Mtabrrs of people :_ nmvjw JMjftjc *™}^^ m *w 
»re ftwnirjg_to_privA<e.i^ ^^P* because their public as- 
^i>tancejw'nrfitii are sjmpta not enough 

The growing inability of oriyate vojuntary agencies to fill the gsps of unmet 
t is see«i in the strained budget* of social se^K* agencies; in the attejnpta by 
ag>fi£J*?s to find new sources of fanda; in the grow ng caseloads of agencies, in the 
pvmvuq tnii M tihow turswd because there Mmply wer^ no resource*: and in 

th^> growing fatigue and burnout of case workeri whose work loads have grown and 
whose companion is frustrated ift their concern tor the people they seek to serve; 

It is very difficult to obtain hard data for current changes m service patterns, but 
t here _ar« a few statistics that rna^ heip^ to b^acribe the scene: 

jn Salvation Army_ social service_agencjea, tn a region of eleven JUI Midwestern 
states, total case loads in were up by over IfWl Increase in fifteen U5> 



lis 

*3%An the mm time period Growth m numbe rs has contin ued 
with 7t>*> mm*r» in 

In a i^jgk famil y se rvice agency in + rn^or metropolitan center in the Northeast, 
caseloads were compared in the month Y4 August, 19*0, *7ith the march of August 
I&C*. ok foliows: ' 

^^^^^rr^r^.wpi^^j 

Siimner of fc^niljes apc>hinc for asai&ftnce. up 102^; 
Nurato*r_ «ngie l^omen applying, up 56'*; 
Number wng> men epolying. Sp 7^; 
Number incidental services rehired, up Sfr*^; 

Theae are isolated eaampte^ which probably do not represent the absolute num- 
ben^auotriade, but they are reflected in stories of similar inm^m in cities all 
across the nation. 



SWEBB 

Among worker* with the p oor, certain basic needs are mentioned again and again 
in ail part* of the country. These inevitably include: 

\- for irh* -htt^jcrx 

4 Mousinglor the homeless; 

3 Kelp with "exploding " utility bills; 

4 Help with "e^irfodi^jnea^ica^bil^ 

■> Help to »ur ^ went inadequate p^^ic assistance; and_ 
ti 0>UA»eUr\ help people manage their limited resources. 

WHAT IS BCtWC DON E 

It would be untrue JS suggest that "nothing js_being done " The truth is that 
much is being done Both through public agencies and among private voluntary 
groups, some very jnnovative and imaginative efTorta are underway Unhappily 
th*y *re : often not_enough_ _ _ 

FtMid for tke hungry is probably the most visible form oT aid to the jwor. It is eaav 
est to arouse sympathy and obtain swujtsnce for people who are hung ry, a nd prob» 
ably the easiest prtfHernjo solve in our society of abundance. Vet the problem ccsv 
la&ue* ^J^^^_ ow jbwt energies and ingenuities: 

_k»nk* *^»Pfingi!3g upleverywher*. through the cooperation of food proces- 
sor*^ wholesale and mail distributor* organised charities and armies of volunteers 
huge ouastitie* of goodwood are distributed dally to hungry families- 

S4?» cwverativ* alliances between loca* government*, voluntary agrnoe* and 
frwaihes* arid iniiu^ry are funding mass feeding programs in major cities on a scale 
hot seen since the "great depressi on" o f the 1330* 

-Jn^^tive »^Mt**w tpLsUcky problems are developed by voluntary group: such 
a*_ the ^street _ fe«4inc" -Program in Washington, DC, whereby the homejis* people 
who sleep outside at night are fed toy canteen tructe operated by volunteers, serv: 
mg hot food and sandwiches iigfctiy. 

Gcwtiment programs, >uch as Food Stamps; distribution of sur plus commodities, 
arid other jr^arns^ are oT enormous help The problem would be profoundly worse 
without tr»ew* progrsrns 

The "Jobs Stimulus Act cf (Public Law has been an innovative and 
creative* heip Though it became available at the wrong time of the y ear ( June 
through September^ it demonstrated new capabilities for coo;*r at ion between gov- 
element and voluntary agencies, and among voluntary agencies with each other. In 
general it h«s worEed effectively to eai* the problems, and it has pointed the way to 
further cooperative program s in a similar matrix. 

An important qwstion raised in the Congress related o the impact of Public Law 
fepi*n voj^ntary programs. It was asked How much service did Voluntary **grn- 
cies pfovide ^ their own?— J low much _wn* provided with Public Law V*~- H 
money "'—aftd How much might have been provided without Public Law W-H 
woer/* Tfc* S^wi&g i*** Wee4*m t*&m *4 The Sahatkm Army mijrht 

he3p to fthswer tfc*w* questions 
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Puto □» 98 8 t srcs i722J34 . . . 

a»_«fjw i *f«*i :i aasL^J* iaeuw tsw Buy sa» a* *** U» * # « wa *m* 
%*« m n* ^vt wuMfsr. «»«« it a* cMmh k r*» &*mmr*; ami law. h** 

ft* tM+ hixn+let* » a_much_ w^JU5^Jt_iflroW«i Yet, much tfbetaj? 
i£ih> at many tewfc to addres* the probietn Much of this effort represents coopera- 
tive aw-ciation* m* a*en before, both brt um fowiwwrt «wi v^uataiy agencies, 
and volunUr) grou^.* working together with each other 

__Kremn* people ix> thr own homes a often the most effective ssd efficient way to 
deal with gro»jri n>ortgage Forertoswrea and _««t*L*^ t * 0 ?^_ ,t tn *^°^t' 
em ion otiXhrr multiple problems and depen dencies thai occur wbwUWw are 
put out on the street Therefore private agencies are bending ewy effort to avoid 

eviction*. b> - - - - - 

A Mort^e Assistance Network in one city ha* brought together six jpnvate^gen: 
cie»> who have pooled their resource* and worked together to shift funds between 
them to help people Stay in their own homes when foredoaurea and eviction* 
beco me imminent, 

_Ajernoe» »re using Publ* Law SW-H fun* for moripfv or < w 
month, one time only) whiJe_other meana and [redrew are taught- Tlus mar, be one 
of the rno»t important use* of Pub lic L aw <m"-n fund*. - - 

The Federal <J*>vernment_naa made jvaiUble u> priva?* a*enoes the uae of under 
utilued governmental buildings and military facilitiea Tb* program became av*U- 
able in February. 19*3, too to get off the ground in that winter. However, some 
key problems of the program es*rerge4: _ 

Solitary commander* and buiidang managers were Umt than enthuaiawXic about 
t he idea 

V*c\Ui** were often jwoHy tocaled to fit local [needs; 

Voluntary group* t diacoyere^ t&at it may be more finally to operate a government 
fjtciiitv urvoer the rrquirsd c^atraif^^han to operode a mam shelter in eucn a« a 
tocai warehouse, a church baaernent or agency gymnaaium - - . _^ _ - 

tn rewnonsr to the &n»t Pfoblen the government has clarified its orders »^ conv 
mand* Tlie iiecorid_ j^tobietn j^aHy_ha»_no solution, buiWinirs are where they afe^ 
For tb* fhird problem an_ a»nroi^iation_ has been added to the Armed Forces 
Budget: by .liar Item, to enabk the governm^ »» 
a govrrnifient tfscitrty with the sponsoring voluntary organ nation It is too early to 
tell what effect these action* may have on theprojo-ain 

Suburban communitiei which have never before been j^arjsof kicaL .awrjpney 
housing problem*, or which have been ab^ to shift thoae^aobje^ 
citjes, are takihg^lepi to provide fad I *t tea m their own boundahea Thr Sal 
tion Army has been asked to operate ^sucla ^ pnarrams in aeverai areas around t # 
nation; negotiations for such fScilrties are now under way in aeveral inatances 

Private joundattons _and Jii^nem corporation* are working together i n^man y 
cities tol obtain buildings and provide operating funds for a vanefy of emergency 
shelter profirama LocaJ flovemmetiU are often invoived in the P***** - - 

Zfete uUh '*xpl4*h>w utility M_U haa been ajnajor proHem m all parts of the 
i*atK>n This problem is closeJy lied to that of keeping pec^ in l their own homes; 
without utilitie* a home may be J^rly_ ujvinr>amtab^ 

rnohtha Through an innovari^ apon*ach by utility companies the problem is beta* 
add raised in many areas: 



^ <K'i*iJ?7 '"■'*£* ? ,H ^ *** '"^^ "appfme a montly donation, usa- 

LrJ.lv Company, and turned over to a local chanty (Salvation Army. JlScrbi br 
|<hrr grO0P; to £ tor payment futility . for poor^^lfc SSrS 

iiiin^jSFimS SST ™««* aM f;uniIS are «i ^tinue 

. /iT'', hn n ''^r'u'' '" --• lf rnt f^ t » th* pr-vram for Utility Compan** They 
»M their bill* p»id Bet j*w ^jpfr ato benefit *^ ,ney 

-,,Ir'" r T l^-^JTr*^ -^^i"? .L^.L?m«in*.the amount of a« from this 
* T , "^ a - Ul1 .*l- r T- P " W,< " Wfito This proii^ion art* as a S 

. .nt.ve to the b> the ><"«ors. .und ,t is hoped *hiil will «t to ixef£ 

IM^ pr.vram from that provision «ww»p» 
i inip u,th jveh-jtnxr mrdicai MU is becbteunR a more intractable problem 
lu,rr.t .tune, in ^jmmrflt reflation* are „„ly now befiinnins to be (^VW- 
■ ■'I"' 'H ^-ulatum, stale to itite htaW for an uneven fScture across t£ 
nation This pr.*.i.tn dr-serve, to be a-Wri-s^ all by it*e|f 
//. /.. su r .,„.-m.-nt ma,l^uatr fK.hlu tusutaiur has hren a lamijiar appeaj in nri- 

; t L ^ ^" LmQf 5 4<CUUf ,n » of^^anS have 

..t ;.ig*.M»wfc LinCatwn. and as caf-tecfca in numerous social pre^^havJ Teft 
pe..c. r ,n. neertw.th no where to turn, except to private ajjenSis 

1»U'h J, C *?''T,i?7 1I ^ , *r? S ^ l^pjUn public assistance program*. 

" r "'* !" c i nn * Utr th «- disadvantturrd and less able of its citizens. 

\ paradox «d the present system requires that those who may be least able are 
r^u.r.,1 o hr -.he best manners of their resources This potnu up ihf n^f for 
■J-'-tiK. V ?*«r /imij^ resoa™ This hi. alwaysbwn 
.«£ of fhej-nmr futons of all «cal case worters. But with growing « U 
and. with more .tra.n^d resources with which to deal with t.W cases 
haw ..-»(„„* ,„ help lis this cnt.cal tvred ' couns * fo,ls 

r.^'T^ ^"-^ -^"«pan^ ihe recent efTort of Apricultare Secretary- Block to 
^^''T 1 ' U Z <,nr * ft i * ,th ^ >«i«et of a family livin* on Sp^ 

h ? *J^«trt that_ii.epHM be done: But mtle *a» i,id of tfci man 
a^-men. _st* l» ^ihr Nrcret^rvjnd b,s family relative to the sopnii^t&io* those 
• ho fhwituily rece.ve F.sid Lhtaoipa. The n**d to hr> these j^X^San^ £ct£. 
u-al. and ihe means to do the jot, adequately is rtriuiki^ ^ 

»HAt SHOI IJ9 MC DONE 

es^^tr^-^^^-^-^-^ *" this arena The feat minds and 
1. V i-iV ^TK" * ,th Problem, and will ^tinuelooo 
.^-..iTh-.P** Se always have with voti -" I'erhipi »o But no carinff 

that minjmal standiWi jrf |a»e are the ri^htral pursuit of all and ttint ih^T ^ 
h,v more should wish » sKare the.r iuSbs/vvrth ^ S "fhavf jJ^S? 

WillMm lhaith. th.« founder of The SulvnCor Arjr- k V^&«^ thte r—aa.,^ ;„ 

Kn* and And The Way Out, W.lljam PWwth ^s>ke <rf a •submerged t>hth^bf ^ 

SI? 'r -« ' -T-^t' r ^ 4 - '" ^ c -'^v:*^ Jl ? housed J ft the IBStWeC^ KiiS^ 
■rtv fwwn-lw I'"--* are n.rt a ' tnuh' . bat l.V?; though it is reiSw.b* 
that al "(th-^v are mrt as "ill fM .It dad. and ill h!S ! . ns ^nnoveSv 

WjLiwni l»>wrth suited that every j)ers.>n should be eiipbl* to have what a 
J..ndon .ah ho™- had 4n IWHI He sai«l that "whiie a cahJW liv*»^e hS ffixi 
shelter 8 «d rat: 553 SfcrS S S^n V S h^d up " That 
^iM .^ S ft "as in J««» wb4i Lit L w«J ^t>4»hv>d P ^ 

VVoham IJ.Mh s.-t out to deal with the problems of poverty from a purely private 
»;r* svtive Booth j,rop.|sed U, doit ail wrth pnvate (Vnds. privately mSS ori- 
• at. lv donat,^ ;J nd .renerated The ama/.ne outcome was that h^ did aoTuch^o 
*..|| w,th s,,l,.tle The Solvation Army, how ,h Wi countrS, Wu^M^SK 
shadow o( his .effort*. Many of the pr.«rams he Si-an are still in nlac* »m »rv^ 
eurrent n«,f.. st.ll rM*v;h« the causes and ..fTects d ^ XTfSiS 
lt.e resour.-,, „f Th* Salvation Army w.thin the t.'nfw Sm^ZfU ujm loSl 
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unit* of it* operation* are rt^oimes that art* available to the people of America to 
h e !p & *ttlwiih thi* problem t^ay. 

_ __ But _ .'_rhe Sa j V2&t i Army i» _ on ly a small part of a_ yaat cpmmbnAty ojf voluntary 
organuatkLrtSr-oJ vpLuntary skilla waiU_ng_to _be directed -^qf jwluntary. resources 
ready to be applied to this twentieth cejituryproblem, Thousandsof voluntary orga- 
nizations are now at work, or ready to be mobilized, to meet the problem. 

There in also a new dimension— a resource that William Booth did not imagine; it 
«s the commitment of the government to work together with voluntary groups, and 
the people of the hat ion, to solve its problems. The key must be the blending of 
those two massive resources: government and voluntary groups working together. 

Probably the most important component of a solution to the problem \ of poverty is 
ip^ T^I* component involves the third side of the triad, the commercial community 
of business and industry. Private busjness can do much to support vol untarism, but 
its most vital rpjejs to iproyifejobs, People do not want_to be aependenk_They_want 
to work, Tteey_ want to earn their way. The greatest challenge of our time is to find 
a way to let them work, 

But failing that— and at present we seem to be failing that*-**© must strengthen 
our resolve, oar skills, and our efforts to work together i.i alternative programs that 
may ease the distress arid raise the quality of life for those who are poor: 

We believe that the efforts of government— of business— and of voluntary groups 
should be blended, so that they may have incentives to work together. Incentives is 
a key word here: In oversimplification the incentive that stimulates government is 
i** w ? r I ne Jntt»nt ive that makes business work is profit; but the incentives that 
m'lke vol unta rism work are far more complex than either of the first two. The 
blending of these .tjyw. sectors, of ^ allow for the incentives that ac- 
tuate each of the three groups__to Junction jreejy^_ 

The voluntary sector is an ever changing scene. In a new. study iyl the .Urban jn? 
stiiate it is stated that, 'Two-thirds of all non-profit organizations were created 
sine* MOO:" That is an incredible statistic; It meane that there are more "new" vol- 
untary organizations than there sre "old" ones; It means that Americans are creat- 
ing hew vol unta r>' groups to deal with new perceived heeds with a vigor that few of 
us have imagined. It also means that when we set out to work with voluntary orga* 
hi/at ions in any setting we must consider blending 4he old and the hew in a creative 



t h> _ Jobs Stimulus Bill ( Publ ic Law 98-8 Lwith its cpmponeht for emergency food 
and shelter, with . money to be allocated through a national board and a system of 
local boa rdSu achieved jusL_such a creitive_mijL_ The measure, provided that olL es- 
tablished agencies should guide the program with their experience andjtoicUire to 
provide direction and accountability, but it also provided that new, emerging groups 
in each community should have access to the program. In hundreds of communities 
throughout the nation this mix of old arid new, and the concurrent mix of govern- 
ment resources and voluntary effort, worked quite well. There werefewer problems 
than expected. The model— with modifications— could well be tried again. 



The ^obs Stimulus Bill (Public Law 98-8) allowed the charities to recover their 
indirect cwsts wily to the extent of 2SL That amount is totsily unrealistic. Involun- 
tary agencies are to work with government in a viable partnership thevmust _be 
able to reemver their unavoidable overhead costs in government mandated programs 

to-a realistic degree. 

TV National Board formed in response to Public Law 98-8, waft comprised of 
United Way of America, The Salvation Army, National Council of Churches, Na? 
tiohal C^hleren<» ot^Cathqlic Oxarities, Jewish Welfare Federation, American Red 
Cross, and Federal Emergency Management Ageney, The Board designated United 
Way of America to act as its fiscal agent. United Way incurred enormous costs, in 
performing its role. Those costs could not be recovered ! under the constraints of the 
1 aw. United _Way_cou Id probably not afford to do the same thing again. 

Furthermore, each ofthe national age ncies involved in the program incurred ex» 
tensive internal costs which^cWdnot bere^o^red 

It is likely that Congress chose these national agencies, with their J*eU«tabUshed 
structures; their reputations for accountability, and their experience for effective 
performar ce, because of those qualities: But those qualities cannot be acquired or 
sustained without cost. Administrative Attention from a higher level is necessary to 
every locaii unit if the reputation and effectiveness of a national agency is to be pro- 
tected, and a program carried out welL That attention incurs a cost; and Public taw 
9K-8 provided no means for recovering it. 
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A STUBBORN PROBLEM 




HE 

: , l u,, *l >,,n< J*' t M . *iJ***». iywipjaiin*Nj. .1 hat _t hf constraint*; of Public 

Uiw MVS wt-fr uiiduk rest rut ive t" purely *>ocai.KroupK. Orse new local agent noted, 
in it* report to the National Hoard that an ^verhend cost- ratio of U>'S was reasbria- 
and unavoidable ejpejim* in performing the program The cos! of engaging quali- 
n«"d.*taU ; and of training and supervising volunteers, is an inescapable part of any 
succfsstul program. ... 

Voluntary. (irRHnlZiitions. muv ofteri hiafci- efficient use of resources They may 
appjy sophist ii-aled and advanced skills to a task at minimal cost. And voluntary 
organisations; located as they are in the midst of communities, made up of the 
people, ot the community, may often he most sensitive to the needs of the common!- 
tv and the best way to deal with those needs. Government can often do no better 
t Hah u» ^>rk t hi-^.j^i^ voiu ntiiry A»r^**n iy-aj_jptis_. 

. M J he ret ( nv reason able _ a n d_eyuitabj e— t o a) low t trae vol U n i ta ty organ izat ions 
to recover thetr realistic o>st*. They do not seek a "profit:" The* would be content 

<>n !yJ.o.'|break even 

Voluntary. ojvam/-utions tend to do what they have set out to do by their own 
schedules, lor doing it This is shown by the illustration above (see page'*) of Salva- 
tion Army expenses lor Unxi and housing programs in the Western Region in 
and ex|»MidjtUres increased iri a reasonable growth without regard to the new 
monies from Public Law 4 .4S S The government funds available under the emergen- 
cy measure Aiere truly jnmt for expanded programs and increased services. The 
i aU n tl L^ cn a K*'" l > to spend even more of their own money, 

taking funds lrom other programs, to pay the reasonable costs of administering trie 
government program in a responsive, accountable and effective Way: 



0)NC5.USION 

Mr t hairman. it is hoped that these comments have expressed the wilijngi^8»«- 
indeed, the eagerm^--iif the vbluriUry organizations of this nation to work t«jev«th 
er with government U» solve the problems we all share together. 

The problem of J^Aetty— and the curr^t problem ofa growing rate of rxwetfv— 
* y }. acutt> l * on ce r » to us all. We a re w 1 1 i ; ng— ran d eager — to work toget her *vi?tf t M> 
{ 61 igres> a t Yd t he Ad m in ist rat ion i L a_t_ all lev eis. t o_ address l he problem : 
...May (iod guide us to choose our course well, and to seek His wisdom and -'tfrinjgEH 
in our efforts to help the ooor: those who may be S mm part of the problem, af;3 
those we always have with un." We believe that God loves and cares for th«-m fcft 
We should do no let>s 

Chairman Rangel. Thank you. Colonel, and thank you, Father. 
The staff could not have assisted the committee more m selecting 
you two as witnesses, hot only for the eloquence and sensitivity of 
your testimony, but certainlv for the historic contributions CfeaJt 
Catholic Charities and the Saivatioa Army have made the 
mun J] many years toward the needs of the powerless people. 

I don't know why I fail to understand, however, whv wh<*n there 
is i in this verv same room, at 2:3fr\ when we start lo deal with in- 
dustrial development bonds, that Ufa room is going to be packed 
with lobbyists, fightinag aggressively to protect the rights of those 
people that either sell as middlemen these pagers, these tax* 
exempt papers, or their broader constituencies and that of people 
t! feat can invest in these papers and jiybid paying taxes completely, 
vv those people that will be th^ beneficiary in terms of construl-- 
tuv.n, or how this room was packed when we had oversight hearings 
on independent gas producers as opposed to the major gas produc- 
er*.. 

#nd yet, while we did have a respectable sized crowd this morn- 
ing, it has dwindled down and very few people are here. 

Colonel Miller. Mr. Chairmam. may I make a comment relative 
to what you have just been saying? 

We are talking today about jpovertjf, which deals with purely ma- 
terial matters in our society, but we believe that the essence pi life 
involves some things other than just those material things, and the 
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phenomenon you note, that there will be more iM&ople here to talk 
about industrial matters responds to the Tact that our concerns are 
focused very much on the material aspects of bur society. 

Perhaps we need to discover that there are some other values 
that need attention, the artistic values of our people, which, be- 
cause of poverty may riot be developed in many people as sr.ueh as 
they might, the community values, the values of leUbwship arid 
community association that can be very reward mg, lthe spiritual 
values that can make life worthwhile in all kinds of situations 

Perhaps we heed, whUe we focu^on these material matte_rs t also 
to point the attention of our people" to these other values that can 
ma!ke life more worthwhile fii tfthr society. 

Thank you. 

Chairman Rangel. Colonel, it is hard for us to legislate those 
types of things, but you know, in St. .Matthew^ it .became abunf 
dantly clear that Jesus was concerned about whether or not his 
brethren and sisteren were being aflected and xyhetHer they had 
their thirst taken care of, arid whether they_bad Rothes. 

1 am more dosdy Identify with those matters that Jesus was 
talking about, m terms of legislation, and w, it just appc&rs to me 
that where we find people— and agaiiv they say we should not 
preach to the choir, because Catholic Charities— I hope that riiy 
former classriiate Mrs. Mildred Shanley is still with you 

Reverend HAgVFX. She is, indeed. 

Chairman RANGeiL We were at the same law dass at St. John's 
University. kmw the work that you are domg^Yau are in the 
trenches. When we >iad this omnibus budget, the people thai came 
to thl" romrriittee and came to the Congress did not itave on a 
collar similar to yours, nor did they have the beautiful Salvation 
Arihy uniforms oh. 

they same with the attache cases for a $7£9 billion tax cut, ahd I 
was looking Tor those that were ? reading St. Matthews, saying if we 
cut! it then we are going to cut tfcmesticjspending: 

Then when we had the defense bill, I knew the &lyatiori _Ar_m£ 
would be jriarchirig arid Catholic Charities would^ be there saying 
we are concerning ourselves too much witJfr the destnictjbri of mari- 
kihd rather than the building of the values of love and brother 
hood, and yet, nobody was there* either, so how we are here, 
Father, dealing with poverty* arid we are right back where we 
started. 

Father. 

Reverend Harvey. I was just goin« to comment, I really appreci- 
ated your remarks, if it takes wearing & lie and carrying aj^lcula- 
lor* I will come to ari£ hearing you warst to get me to I was invited 
to this hearwig because I have testified oh this issue before, and if 
you can open any doors to bcfcird cm other important issues, I 
will take it. 1 just want to add one thing, and that is that those 
people who have excellent political action corriinittees arid are well 
funded can continue to do this, while we have Jo fight circular A- 

l^J to even have a right to come in here and speak. _ 5 

We get iricbrisisterit ine^age^isbout what our TOle is in speaking 
to the Government. You get the Internal Revenue Code coming up 
with one formula, the Combined Federal Campaign coming up with 
another, circular A- 122. I will ask you in return for ah invitation 



to tost liv m other matters and 1 Hiafec the promise to come back 
lor .any such testimony 

Chairman Rangkj.. Let nie make it abundantly clear lest I net in 
trouble with the Btliics Committee, let it be For the Salvation Amy 
and I athohc C hartties. Any time you see any hearing, I want you 

0 know as long as I am on this committee there is a standing invi- 
atjon and I will, make the arrangements with staff to see that you 

testity. but that is hot what I am talking about. 

Reverend Hakvky. 1 hear what you are saying. 

Chairman Ran<;ki.. Because, clearly, there is very little persua- 
sion done in this room by any group. Where it is really done is 
kick home, when the member gets there. 

.SonwtinfM We adjourn, we complete the business here, so the 
members don t have a chance to go back home to be hit so heavily 
t>y trie vested interests. What I am basically talking about, it just 
seems to me that leaders of our synagogues and of our churches, if 
hey just told their respective members, do what you have to do as 
Kepuhhcans and Democrats, and independents, but when the final 
bydget is l.mally written, make certain that you remember those 
^h<> cannot he represented in *,m> ; ingress by the lobbying inter- 

1 am Saying that I am a*]vnv: that there is a moral silence as 
we ;_K_o aiKiut doing this Wort ' here are hot the pressures being 
placed on us by anyone b?->?- vmv as relates to the programs being 
discussed todiiy. 

A* a State legislator. I recall if we were dealing with certain 
issues, that is tuition tax credits, property, church property rights 
I won t even go into abortion, but charitable contributions, these 
things, somehow you can? get out of your how, you can't get out 
of xhe church. 

Your mother would call you and say- that the -r>t: >;>id h?r that 
there is something going on in Albany, and *hat ;i;c *i>wrti v^M 
like to see which way you are going. 

J" oth /l words, the pressures that can be placed on us can be 
good and bad. I think it is a great government that allow** people to 
rto.this to us. J just would like to see more balance in what it takes 
lor as to make a decision down here, because the votes for the 
budget were overwhelming, that provided for decrease in taxes; in- 
crease in defense, and decrease in domestic spending. 

J don t recall any pn*smn* Jwing placed oh us. except those of us 
who just felt a moral objection, bat 1 don't think our election was 
in jeopardy by voting against this, saying that it just doesn't 
appear to be fair, and yet, I really believe that if some of us went 
hack home, and our spiritual leaders would say we are not involved 
in politics, we certainly are restricted in terms of wfcat can do 
but how did you vote on that, because we would like to be able to 
comment to ourj.unstituents how you voted bh that issue and it is 
not a question of separation of church and state, in my opinion 

It is that you have got your constituents. I have mine, and more 
often they are the same If there are any doubts as to how fa" the 
ehurch can go, I will put in a resolution it* support of the churches 
»»••- the _synagoeues and the Salvation Army, to let you know that 
a any of your superiors sa<y that you are violating any rule Uaa{ 
they think we have rr.ide, tfoat is not so, but I want to tell yoo fcfcat 
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ypu_have : bee n an inspiration to me not only today; bat certainly 
over the years: 

There are many people ov- there; as you well know, and yow 
pointed out, that thought they were more protected. Now v they are 
included in a group that was not in the safety net, and as you can 
see. the Hearings are about thb^o people who thought they weren't 
poor, how the gap is growing. 

Sooner or later in thin country; people who really thought they 
had dreams and automatically their kid could go to college; that 
they get married; they get a homeland llfe_ would go on with two 
fars, will fmd out that there is a dramatic reversal and the gap is 
widening; 

1 guess it will increase the roils of those whago to church. I want 
to thank you for the contribution you are making, and again, as I 
said to the other witnesses, we will be asking you to come in ah 
informal way to assist us, as to what is a practical way to handle 
some of the problems you are facing in taking care of the Nation s 



Thsijrl ft_ you very much. 
Reverend! Takvk*. Thank you. 
I pldhel Miuitt. Thank you, Mr. Chairman. 

Ahairnu^^ Rostenkowski allowed me to 

extend the hearings for the purpose of receiving the tmtimpny of 
the Bureau of the Census. We ask that you submit it for the record. 

Mr: Kincannon, if y ou can make yourself available, I won't have 
a chance to ask questions, but the gavel- will have to fail at 2:15, 
because we just ^ recejyed approval of the Chair to receive your testi- 
mony, and the other members are arriving now. 

STATEStKNT OF C MM IS KINCANNON. ACTING DIRKCTOR, 
Bl REM OF TIIK C'ENSttt. l\s. DEPARTMENT OF COMMERCE, 
ACCOMPANIED BV WILLIAM BITZ. ASSOCIATE DlkECT()ILFOJR 
DEMOGRAPHIC FIELDS, AND GORDON GREEN, ASSISTANT 
CHIEF, H)PCLATJON DIVISION 

Mr. Kincannon. Thank yi»c* Tor presiding the opportunity: Mr. 
William Butz, our Associate ^ iihd 
Mr. Gordon Green, Assistant Siv^son Chief in rar Popalstkm Divv 
K ' on ?..J n c Mrge of our ^ poverty and jricnme statistics, will join ra^, 

I will abbreviate even my shortened vt^terneot to Sit in wtvhin 
your guidelines. 

Chairman Ranhel. We also are gpmg tj: i?j*ile vf^jc<Nii^ feck 
on November 3. We just didn't want you to have to cc ae isack 
under pressures of hot having testified. 

Mr. Kincannon: Thank you, sir: We do appreciate the opportuni- 
ty Jo^ participate in this hearing, and in any further work of the 
committee. 

The Census Bureau has be*?m the official soura of statistics on 
the poverty ^pulutibrijin levels developed by 

the Social Security ^ministration in 1964 have been updated an- 
nually by the percentage change in the annual average Consumer 
Price Index: 

_ Aside from several minor modifications in procedures, the powr- 
ty defiaytisjn itself is essentially che same today as it was in 1964. 
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This reflects ihv (loverhrheht's choice of ah absolute concept of 
poverty, that is a measure based on need that does not change as 
real income rises, 

_U pdaii"! 9f the poverty __jevejs_ ajinualjv us|ri|L the jCorisumef 
Price tndex adjusts the poverty, thresholds for increases in the 
pnc(re. of ..consume can be 

sis ii in chart I ofjtbe attachment to the written testimony. 

for a family of four* the poverty level has increased from just 
under $3/200 in 1964 to almost $ J 0,000 in 1982. this increase re- 
flects directly the ill-percent increase in the Consumer Price 

Index oyer this i^nod- 

_ Between 1979 and 1982, which was a period x>f increase in the of- 
ficial poverty population, the Consumer Price Index rose by 33 per- 
cent. 

Looking at the second chart, we see that the latest poverty esti- 
mates _shov^ that 34 milli^ percent of the pop- 
ulation, were officially classified as poor in 1982. 

The third and fourth charts in _Ahat__s«t_ihow_that_the increase in 
poverty between 1979 and 1982 jwas widespread, affecting most seg^ 
merits of the U.S. population. The number of whites, blacks, and 
Spanish below the poverty level w?re all higher in 1982 than in 
1979. The poverty rsces for blacks and Spanish remain significantly 
higherthah forwhites. 

Prior to the increases of 1980. 1981, and 1982, the^verall poverty 
rate had remained fairly stable during the 1970*s\ The longer-term 
trend in poverty is presented graphically in chart 5. It shows that 
the poverty rate deciined from the early ^BO's through 1973. It 
was Jajrly stable then through 1979 f and since then has trended 
upward: 

There were* Jipwever f _ important changes in the j^mj^itiph of 
the poverty population during the 1970*3; One of these changes in- 
volved ah increase in the number of families maintained by women 
with no husband present. Chart 6 shows that these families jronsti- 
tuted J5 percent of all families in 1582, up from 11 percent in 1969. 
Although pfTic^ the L_Un|ted States for 1982 was at its 
highest level since i%6,^this measure does not reflect the growth of 
noncash or _inkihd_ benefit pxogranis._ These pt^rams j)royide fcxixL 
housing and medical assistance to the low-income population, and 
they have grown rapidly. 

Chart 8 compares the growth in the market value of noncash and 
cash assistance programs for the period I etweeh 1965 and 1982. 
The growth in constant dollars has been from $7 billion to $51 bil- 
lion. 

While the cpristaht dollar j^rket value of noncash assistance in- 
creased by nearly 146 percent between 197' 1 ind 1982, the amount 
of cash assistance declined by 14 percent. 

The growih of these programs during the 1970'sand early 1980s 
has had no effect on the official statistical measure of the poverty 
f8>P^l4 t lPh^_'*^ys^ the value of the benefits is not included as 
income for purposes of determining: poverty. 

We b^ah in March _1_9_80 &J»Tlect data on noncash jmjgTams, 
and in September of that year, the X5S. Senate requested the 
Bureau to estimate the effect of noncash benefits on the number of 
families and individuals below the poverty level. As a result, we 
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started an accelerated research project to examine procedures that 
could be used to assign values to noncash benefits, and measure 
the effect on jpoveriy. 

In March 19#£ we released a technical report authored by Pro- 
fessor Timothy Smeedihg, describing procedures Tor valuing major 
!1uru \ iLS h ._ .^n*- 0.1 s rec ?j ve ^ „bj ; the low-income^ .population . _T_nif 
reporL preserved alternative estimates, of the poverty population 
fo"r.l97y based on _ the rambih^ value.bf cash and noncash benefits. 

The report examined three different techniques applicable in val- 
uiriv; these benefits. The com 'ination of these technique and the 
Kr*>ypj"£s of benefits Valued I r^uced nine alternative estimates of 
poverty; These are summarized in chart 10. 

The range in reduction of the poverty population shown in this 
c .hj*rt a is between 1^ j^rcent _ *y?d__*2 percent depending bri the com- 
bination of valuation technique and benefits valued: 

These estimates of the poverty population based on both cash 
income and the vulue of noncash benefits have bwri rh^de only for 
1!I71>. We have undertaken a special project to produce more cur- 
rent, illustrative estimates of poverty after valuing noncash bene- 
fits 

This work will provide data for 1980, 1981, jind 1982 using the 
sa^V^hniyy^ a^_thpse ii^d earlier. We expect to complete and 
release these* data in. January. 1984 

At present, theiv is no professional consensus on a preferred afk 
Prb^ch for valm We, jointly with the Office of 

Management and Budget, expect to arrange for a panel of distin- 
guished experts in the field to review and evaluate research in this 
are *' P an el ask^ to make a ferommen^ 

mosrt preferable approach or approaches for valuing noncash bene- 
fits, 

The iast topic I would like to mention very briefly is taxes paid 
by households below the poverty level. Using a tax simulation 
*™^Lhased on the jhrome data rollrcted in pur annual survey, we 
estimate that about 8 percent of those households paid Federal 
income taxes in 1981). About 14 percent paid State taxes, 43 percent 
paid social security^ payroll taxes, and 37 percent paid property 
taxes oh their own homes. 

Jn Mmmary, consideration of changes in pbvertylevel over time 
is implicated by the limitations of the official data series. This 
series excludes significant noncash income. The series does not 
have complete jrepbrt ing of cash _mcbme L arid has other jprqbjems. 

The preliminary work done and planned in valuing noncash 
income should permit the informal debate heeded to arrive at a 

Pr 0 ^^ 8 ^ 011 ^' CUfi ^ ns y s _°_n method 
or methods to use. Our tax simulation model based on the annual 
survey wilj provide a new tool tb assess the disposable income of 
poor and other families. 

Finally, the commitment over the past three administrations to 
develop a new income survey has ^^en J^ahzed in the Survey of 
Income and Program Participation: Collection or data in this 
survey began this month. It is a niajbr step forward in information 
on income and assets of all kinds, and it will significantly reduce 
problems of underreporting of income. 
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_ Taken .ttigrtHcT, these* steps promise tfreat progress in our ability 
to -measure income and poverty. 

Mr, Chairman* thank you for the time to present these remarks. 

[Submissions for the record follow:] 

Poverty Trkniis and Issiks 
i Prepared by the Bureau of the Census; October 18; 198.0 
I. INTKOIXTTION 

The Bureau of t He (Viisus has been the_ major source of annual household income 
statistics for the U.S. Population since the first dau^ in 
MUT In I9KS. about 4 years after the initial development ofpoyerty guidelines by 
the Social Security Administration (SSA the Bureau published its Grist estimates of 
the poverty population Until that time the Social Security Administration has been 
using, income data_col!_ected_by_ the Bureau to .update estimates of the poverty popu- 
lation annually In_l%*J. the Bureau followed up this initial report with a second 
report showing estimate of poverty basH ? ,n a sightly modified definition. Coincid- 
ing with the Bareaa s second release wj^ Budget Bureau Directive No. 14> the docu- 
ment that declared the annual Census Bureau estimates based on the SSA poverty 
definition were to b> the cftlcial estimates of poverty tor statistical purposes The 
ilinHlive also noti«1 that subsequent reports in the Bureau s Consumer Income Re- 
i«>rts series woul^L from that point 6h t be the source of the official poverty esti- 
mates 

As _°F j h is da te i. he Burea u 's reports con t in u e to be_t he_ official source of estimates 
°! Ah e P^Vrr^ Aside ^ frojn severaL minor procedural modifications and 
annual adjustments to the poverty thresholds for the change in the annual average 
U< >ns u mt\r I Vice I ndex, t hejdejH nit ion of poverty remains as i t was in 1 The defr 
nit ion, as we_wi|l_ discuss in mope detail later, is based on the. cash Income received 
by. faint lies and individuals. Both the definition of poverty uvii the cash income con- 
cept used to measure it have come under criticism; A major criticism ia that the 
income measure used to estimate the poverty rate ignores noncash benefits in the 
form of food stamps, free of reduced -price ^Jwx>l lunches, publicly subsidized rental 
housing, and medical benefits provided by the Medicaid program. A second critkism 
is that there is significant un^errvpoH ing of income oh L the Current Population 
Survey, which is the source of bUia lor iUe Census Bureau's jxwerty estimates. Criti- 
cisms of the poverty definition will be discussed at a later point. 

The testimony wv Have prepared fc^A***! divided in itofive se^ions. jn the iim 
s **? t » or, _^* e have described, ii. ^ detail, the pr^n of the po^r^ 
'fiyQ soffi^_of t he : major criticisms of the jtefinition ,_The serond.secticn sujnrnaroe* 
t* v > "hanjiJes in i ihe poverty population^ both in its eiz* and composition, with empha- 
mh l ?H tK^_P_hanges that have ^occurred daring the _1J)71>_ to_ 1982 period as requested 
by t he C^pmmittee, The emergence and growth of noncash benefits to the low-income 
population occurring during the j*eriod from l%5_to 1982 is described in the third 
section The fourth se^ioji describes two research projects conducted by the Bar: *i; 
The first wus_ development of procedures for estimating the value of noncash bei^ 
fits revived by the low-income population arid examining the c£uct of their value 
on poverty The second, a by-product of the Bureaus work on estimating aftertax 
incomes for households, developed e^imates^oT the amount of taxes paid by house- 
holds with incomes below the poverty level, The final section descrit^ 4 plans for up 
dating previous work on noncash benefit valuation. Thesi plans include publication 
of annual poverty estimates after valuation of noncash beftefite. T>ie final section 
also discusses briefly the hew Survey bi Incwne and Program Participation (SIPPi, 
arid its anticipated contribution to the measurement and ahaylsis of poverty. 



M. CV it RE NT POVKKTY DfOTNtYION 

j- am i lies and unrelated individuals are classified as be^ng above or bHow the pov- 
erty level AisingLtr^4wverty index originated at the Social Security Administration 
in 19*14. The index .consists of ajset of income cutoffs that vary by family siae and 
the number of children under 3^ yearn old; for unrelated individuals and '2 person 
families, there are separate cutotfffs for those under 65 years old and those 65 years 
and older _.. _ _ . _ . 

^The original pov^'^y index was based on the Department bT Agriculture's 1961 
Economy Food rlan and reflected the different consumption requirements 67 fami- 
lies based on their size and compbsitibn. The Department of Agricultures 1955 
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Survey .oI.KiikI iWisutuptiutt showed that foinili*v bf three or more persons spent 
approximately one third of their ihimiie oh food; the poverty level Tor these familieti 
was; therefore; set at three times the cost of the Knihom> Food Plan Kor 2 -person 
families and unrelated individuals, the cost oT the Economy Food Pi*n wasjnuiti.- 
plied by slightly higher factors in order to compensate for the relatively larger fixed 
expense* of these smaller households 

Thi- jxivertv thresholds are adjusted each yearjor inJlaJioru as measured by the 
percentage change in the annual average Consumer Price Index <CPIt One of the 
major criticisms of the poverty definition in mvnt years has been that this simple 
adjustment .for changes in consumer prices fajls to reflect current expenditure pat- 
terns Kor the base year. it can fairly be said that one-third of the poverty 
?h.rt-shold repjvsents a minimum adequate level of ro<>d expenditures and the other 
L**Mnird_s represent minimum adequate expenditure levels for all nonfood items 
hor other years, however, the one-to-three ratio of food expenditures to total income 
need* d.ies not necessarily hold true. Because of changes over time in expenditure 
patterns arid in the relative prices of goods, there is ho basis fprj>reaiing down the 
current set of poverty thresholds into component** reflecting minimum expenditure 
levels iil ttMxi or other items of consumption 

An alternative to using the CPI as the sole bexi* for updating the poverty thresh- 
olds is to recompute them periodically using the same methodology in conjunction 
with newer data sources. Updated versions of the Economy Food Plan (now called 
the Thrifty I Ian' are issued periodically, as are data on the relationship of food ex- 
penditures to total income The poverty lines resulting ^4rom recomputation can 
differ _suf»stantiallv from those obtained using a simple CPI uf^aie. Whjle no such 
revised poverty thresholds are available for recent vears, an example from the mid- 
s may serve to illustrate the point. 
Moliie brsharisay. the principal author of the original poverty definition, de- 
veloped the 'Orshansky update.-' a new set of poverty thrwhoidsjwwed on the De- 
partment of Agricultun^s^liTnjhriRy Food Plan. The hew food plan took account 
of the newly issued revised Recommended Daily Allowance* as well as the food 
choices of American families revealed by the IJHi.Mtt Household Food Consumption 
Survey. The same survey i t he most recent data source available to Orshariakyl indi: 
^*ted that the proportion of family income spent on food was 29 percent (instead oT 
|U percent, Jhe factor yielded by the 19.V> survey This decline in the proportion of 
income spend on food results in a higher multiplier, approximately 11 1 instead of 
three The revised poverty lines CalcuJated-by Orshanskv w the basis of these data 
were considerably higher than the official frwres fir 29*5- a.*out M percent higher 
tor an individual and 2<> percent higher for^ a farmlv of foo* -.7W revised thresh- 
olds, brought forward to I!f77 by the_CPI. were useS a spert* tabulation of the 
Marvh l^Tft <*l*S. t he y produced ah estimate of abou^ <£m imlli^n people bek>w the 
poverty -level, compared with only -5 million under the uffici& jicWly definition. It 
should be recognized that updating the official poverty measure using more recent 
data does hot_alJev_iate all its shortcomings. _ _ 

A* should be recognized that updating the poverty thresholds based on more recent 
! ,KJ v ^*u?PPtion and expenditure data brings the poverty concert closer to a rela- 
ij. v *! .hiejwure. because it irflecta_ increases in real income for the entire society. 
Many people, however, feel that poverty jshould be measured in absolute terms, so 
^ hat no v e rry dec 1 1 nes_ w i t h rea I econoi n ic growl h . 

Other than the annual adjustment for inflation, the poverty thresholds are essen- 
tiaMy_the same as they were 20 yea re ago: The only com^ptSal changes were three 
minor modulation* implemented in the March 1 9«2 CPS: il> elunmation of sepa- 
rate, lower thresholds for farm families, <2> averaging of previously separate thresh 
olds for female-hoGseholder and "all other" families. and_i3i reph .cement of thresh- 
olds for families of seven or more persons with separate cutoffs for families with 
sewn, eight, and nine or more members. Tabulations of the March 15*1 CPS 
showed that the combined effect of the three changes was small. The revised defini- 
tion resulted in a percent increase in the number of persons classified as pwor. 
and ah increase ^j^-^jwhtage points in the pov erty rate _ 

One of the most -debated issue* «f poverty measurement m recent years J»s been 
the treatment bf noncash incor.. ^ The current poverty estimates are bwd on 
money income only. The valui* csS J^n^fUs received ina form other than cash is not 
runted an income, so that mvipr of food stamps. Medicaid. Medicare, public hou& 
_»nd freehand reduced-oner^: no effect on the official e»^^ 

huites of^vertv was not considered a major 

l«*ue when the poverty th«fehoto w^ere O>wlopH because most government aio^to 
the_l?oor was however, rr*at^-t*eted noncash benefits 

exceed cash payment* by a substantial margin: 



l b* ' j j. 1 **_ A '.' v 1 * s b j* ' • w *l ! !_ s ' h*\ w /e of the poverty popu la i ion depends heavi* 
I V.'JJJ.'j he nielhod _UMil.tti_iHjni.it** their cash value Research conducted at (Vnsus 
Bureau has exult >red. alternative methods af valuation; including market. value;. w? 
cipient value., and. a poverl \ bodge 1 ! 3 hare approach These methods arid their effect 
»n jH«vert\ i »Uina1es are dr^-ussed in ;i later section. 



ill thKNRs IN HiVKKtt 

A in Hi i ! > fx Tern i ot I h e pi _ipu j a t ion was jie j« _»_w t hi »_ pi ivert v le ve j_ In j *A yd, Cvjn i pa red 

* it 1 1 . 1 1 . 7 . l* • n > 1 1 in _ 1 ! _T !• , the I a>t . y ear I n . w h i c h t he. . po ve rt y r a t e did ru*to _ i n c rea ie 
sgnificanAiy._The_ number of |>er_sons classified as poor increased by .whoat * million 
t*>.tween i:»T!» and. lt*M.' One _cohlril>o:ting (art or to the increase Was* the high rate of 
inflation during. the per hid. Although sortie cash :*sawah~ce programs are ihdexed to 
t lii- rate of inflation, some important- programs Such as the Aid to families* with De- 
(*<-iidt-nt t'hildren are hot tieii directly to the cost of living. Tiie W\ rose by XI jjer- 

• ehi between H>7l» arid lUsi!. resulting in a Hirtiilar increase in the tMJverty tbresh- 
oia\v tlie threshold for ii tahi.lv of lour, for example, increased from *7.-1i2 to $*t.*t>2 
in 1 e^_ IIoiai \t r. th** in il.it tin rati A n 1'**.: was onlv _i.l pern n I, considerably less 
th in in the prevednig sears which may have mod* rated tbt iiurra.se 5?. *-rtV for 
t h.it v ear A n».»t he r major factor w a* J. he _ gem» raj jy si ugg»sh_ econot yy: _* r . .". tftorcm* 
downturn in ..the. early months, of Hwi_was_ ioJiowe^_by a _rexx»asiori tha?- V;vftMLJti 
inid. it^i. und.4«*r»^tejidAhmuKh.rnot»t of_ INKi. accompanied by a sharp rise jn the 
onem.plo\ merit rate A third contributing factor in may have been th^ lighleiv 
iiig <'t ehgdiihtv »tajidarris tor certain governtn^nt aid programs The eltvci oT pro- 
grarh changes on istjniate> of ;A»vert> cannot be determined directly froth the 

It should be noted that the poverty statistics lire hot affected by changes made in 
rnim»if»h priigrahis 

The [h»\ert> rate in I'JSJ ua> tit itai higl»e>t level _irace IIMSk However, poverty 
ratt»> for t He t wi > yea rs ca in i n< »t |x» j ai r I y corn p^red . Families and in d i Ntiuals with Uow 
,ni ! , ' rnt ' s J\ a d_acxeKs to ;_a greater number of government henefits 
djd. MA _ 1 *♦•••»-_ M ost ( > j t he grpwt h s n_aid _to t he poor pccu , rred in programs i hat provide 
l»*nefitr_in a jorni other than «_a>h. These >M-neifits_are not counted as income in vder 
term i rung 4M>vertv ^tatus. hut t*t»ey make mtficant contributions to the weU-b(H;ng 
of recipients _ 

The increase in poverty biiw^^ri LlHTV uind wm widespread: afTivting most 
segments of the tVS p»ipulatton: ln-l!*S2; tl*Te mere 'Si ' nullioh Whites, » 7 million 
Blacks, arid >l m)llu>n persons Vtt Spanish origin below aSe poverty level; all of 
t hesi • fjgu res We r H ighf r t ha ri i h 1 1 »7if }*b v-erty rates for a 1 1 three grou pt> also row* 
during this jw-rnid. but the poverty rate remained cbn^iiferably IbweMor Whites 
th.in tor Black and J*ersbn* of SpanLsh origim The number of pucir Lchildreri under !> 
\ * ;irs_ old ra jm- f ro a a 0 « i m i » j I ion in 1 97 M to 1 I \ m 1 1' on i n 1 ^Hi_and the poverty ru^ 
y'h 1 i»d_ren r< »m ■ J om 1 • • ii to U ) ..percenrt j n. con t jra>t . _t hen* was no si^fn ificant 
cbj^^e. .J.njhe ;_nunsher of t>*>»>_r_perM)ns »m ^ ears_old_ and_over _miij_Mj_ in 
Cine, reason for this.may.be that most j^loVriy people are no longer working, and, 
therefore, are less adversely affected. by. nsing unemployment or reductions in hours 
worked In addition:.! he most imp<)Hant government program* l>enefiting the cider- 
1>: including Social Security and Supplemental Security lnctimsi': are ifidexed to r«»- 
fle*:t C hanj ..irv the price level 

lit'twH'h l!*7i* arid meir<>|wlitan and hblirhetmtwliUib -area experienced ih- 

( TeaM^s *4l Similar proportions in the nurhbe** _of ^ptjor pvrstms THe^ poverty r»te rose 
tr am I" 7 to V.i 7 jwTcent in metropt-ilitan areas ^nd from ljVs u> »7> j»»rceH Jji h©nj 
metroj>oI>tan areas AltH'nigh the oyeratt poverty i*ate for^ n^ropolitar^ areas wa* 
} . e» rc **_n tin t Cent L ral cjtjew i had a conMderaoly higher rate _ * 1 S • J p erce nt ) arid 
the V* >Htjon u y tside cent raj c it les had a low e rrate i $J\ percent Soth of t hese figures 
w ^re higher than in llCS All of the four major regions also had higher poverty 

rates , in D^than in lt*7tf_ 

_ Prior to the increases of j^HO, iJt*L and_llW2, the overall iwwerty rate had Pe- 
mained fairly. stable tor a decade It was about 12 percent m tooth 1H*»H and ii*7^, 
with only modest fluctuations _in most of the intervening year* The slow growth i« 
prtiductiVify and real income during the decade were among the reasons why pover- 
ty rates did n<>t decline However, there were important changes during the 197<*« 
in the composition of the poverty population. One of thetve changes involved an in- 
crease m the number >f fami!if*s maintained by- ^omeh - with ho hatband present. 
Thi-se families constituted r^J>*ecent of all families in ll^.jip *rom l \ percent m 
lV*7o This growth in thejrttyportion oT families maintained by women was another 
factor preventing declines in piyverty rates during this period wnce these families 
have relatively low income*. They maoV up 46 percent of all famalies below the pov- 



••rt> _]«.*% «•! _m uMMfMf^l with. !«i percent in jW!f the iiioiv^v.^ eoncentratiofi of 
the pi*»r in families with a leiMiiAe lH)QM'tk>t<ter*a* t^tt* tatty v\i&:nt^mdn£ Black* 
The number of poor Black families maintained by wonii-.fi rose Vfom -i-UMNIM in 1WW 
to million in 1^2;. they accounted tor 71 percent o! all poor Black families in 
V.*>2. compared wi!h T>\ jiercerit i:i 1HU9. 

During tht» decade jirior to the inflation^ and recession related imTeases of* 19*0 
Li al *\ r _>* ,arv !! u T!!_.*a*.J^^^^^ t_Hi*_ overall numU'r ot poor Ahijdrvn 

TbVT. 1 ! '?~fV. A! * jl.nii ! 1 hon .poor rjuld rei i._u«der_ j * yea rs old in L'JTli not sign ifican V ly 
different from the iWi'HjKMJv^llowvvi^Jthivnunift^T.or poor children. .living in fami- 
lies with. .a female householder, no husband .pnwnt; rose from 4 2 million to 5 II mil- 
lion during this penod while the number living in other types of families declined 
from AH million to t I million Although the (lumber of poor children did not 
change, the poverty rate for chiffdren rose from percent in I WW to 1<>.U percent 
in 1MT!I as a result ii*/ the sharp decline in the total number of children under IS 
years, from t>> 7 to t\Mi million. 

^_A" i !'_ , _!. nr r r ._ w, T t, _ .pw^A_pw>T.j I **?T^*_ overall in _ than Jn_i_%^._ there were 
Iv^T.^vr ^"*T*°P S >;earsjjnd 0>'V_r jnijlion vvmis 4.N million* This decline 
**vurrt'd during a_SNT_i*jq^w hetj the .total number of elderly purple n>se by about one- 
third, so that their poverty rate fell from percent in VM'*j tv onlyJ4*ti percent in 
V.**2 The Riomber of elderly poor dec I fried sharply in the early ltMXs, partly be- 
cause of the enactment of substantial increases in Social Security benefit^. 

There were a number -i* changes in titie g«^ra_priic distribution of the poverty 
jSipii I'M jiiri d u r i hi; ; i [he 1 j*?o s. One such >'Kiahge wa» t he liiiicreasin^ concent r^ 
x b**_ ,n " u> '_ r, _* I H * 1 1 ^-MA _ Mr****-. About p^Twnrt_of aH_ J)eLow_ Jhe__pove_rty 
)ri v A_ . in A-*^ I rpf>^>! « r* 1 ^.. pa r»*d _ with i*4 percemt in iWJf The 
eertirai title** oi m*lronolitan areas, c^^^ the Nation's poor in 
iW^iJ. f r ani_:^i percent in VMM. This increase occurred during a pervod when the 
proportion of the total population residing in central cities declined frorffl 32 percent 
to 2* percent On a regional basis, poverty Has Historically been cohcenftiaAed in the 
South. However; the South'* pro^irtiori of the Nation's poor dropped »iom 4<> per- 
cent in VMM to 41 percent iri VMJ^ Despite this irnjirovymeni. »he South still had the 
h ighest povert y rat e in^ 1 ! }* - of t he You r regions i \x j percenii, 

Many nf the change in the pov^rty^p«|aJion 4lirinK tbe i_^0.9~more_fatniii«« 
maintained by .women, greater v^flCentraJlim Jn _ciUe?k Wm concentration in the 
^ ^th -were .continuation* oi' nKuemen ts observed during the IJHUi'b. The. prdii^ry 
difference between the two decades was that the ttWjO* wert» a period of stead) ?le- 
cline in the overall, poverty rate, from 22 percent to about 12 percent, Oh< e thus 
level reached in ' !HW; thrre was tittle chanije until tfM'-inmJMeii art tr*e s. 

While there was little <*r no pnijfress made during the l!HiU's iii closing wide gap» 
N't ween the jfxiverty raU^ f-ur different ^roup^ ie^., WhiU»s_ahdJ Blacks, or male^ 
Ho^isehclder and femal^h^a^eh^ler fancies ). an expanding etoniwhiy and relatively 
' ow . rat|kN *jf mnati_on_ lowered po vert v ratt>« for a I most eyvry (fToui^ \' The pa^^aj?e <k 
ojvil rights l*tfis|at ion and trie inauguration of '_a . .number y}^ra\__ajAu^l)i.i^ 
c rAmi p S P_rt>^ani« >a r>;<Hied_ to t he .U>w-j ; nawne _ popu tatjbn .ma v. .ajso t^vt^contT.i.byUpd 
?.« I h*" ' "Vprovemen l by c reat .i tig a note n titpl for_e;: panded et-tm-irn ic _opport u ; Jty , Ked ■ 
**ra Leash assist a ncv pro^ and however, 

there has l>een a major expainsion o»l noncash be«iH % it programs during this period. 



ilnKtih of h'n* fi is 

The majority of Ki'iJerai expenditures for assistance to the low-mcon^t popui^u«>*i 
^re now t^oncent rated ih program* that provide ' noncash^ or Vn-kiJ^^^neCiU 
riitrw'r than Ciwh The market value of these _me^i^t^te<lf betneiits 1 Rurpassed that 
rm'ans-U>ted Cift.sh assistance at some titne_betweeri j^TO^^hd Since that 

largest noncash programs ai med aj _the low -iiiAWe popu lation are, order of rx- 
[*'^!yre l^els, the Medicaid. Program. ii^jtind i nutrition ;M^nsjm» inclod- 
lOg fuod .stamps, f nee. and_red_uc^_-pnce and brealfa^ts. Womwi and 

Infant- (-'are vWIO. and a number of smaller progyani»«. „r»d tlh public aul other sub> 
swiLzed rental hoummg In WC\ about the time the f>overty definition wae developed, 
the market value oif noncash benefits was ipprox^mtatteiy $2 :2 billton Ai that time, 
this compared to uttnKtt ^4 0 billion in meah*-t<'hflu , d cash atwistance In 19^2, the 



^i^an* t»^tvd fcenrtiiU are «hcmi> requiiri^ that the fwm/j)y income w auuiHx fa^t brlom sprct- 
fwi jruidf hnrw tn ordt»r to qualify for ammlaexcr 
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in../»V > . y , .,Mfi, rVhVfit> wii> iiU.iit ;<'<1 I hilli-in*' toinpari'd to U # in ben 
; ■ f/v; ' - N'Mi'ii \ ,t**\\ pto^rlthis 

1 //v. r°S i t i h irises prices uish i-s-M met to tht low income n< f ul ttion 
^ "5»>i m.ed ^ru e I Q »7 » as t ht rn trkt 1 > value ot n mi ,ish U m fits contiitLMHi 
.46*1 wevn ! . md tht m irket v iluv- of nom_a>h b»ot<n> men ksed bv 

' - ' jwr^'^nt in re;ij tern cash asMsiiin r d«viin«j..bv.;i.> ji*t<vj}1 
. r . , ' , .M:." ,iu - l ." i . QlVK^AK^vJ-'rifiv Una/si fimca>h program tor the low iiicimie 
(* , ^^ ,, . n ! 1 . I". awA 1 .'.! . value of meaii>b^tt*l.mt'd;e;sl beiieflis was about 

^.V»JJ . l . t .»!> • _ •*^"*"\ , .M.'»t >Jiii_ J»»r_ Uir^.M(U.*rlrrN ot tne ev|>eMditures on mean* tt»»ted hon 
*-l*b l ,f .%'(''.m> The rt-maindet l! ihe noncash benefits to low income hou:*«h<>?ds Tor 
j '?!; » counted «>f brtielit* liom cJieltwid stamp prtifcj' arti which wit* estafettxtoed in 
i'M and houMtui a>MM.ihVe ui the tonii of jmhUi- or other subsidized rental units 
Hv k_ th«' r f i irk, t viluV o! Mdi U id has n to about * ill ♦ hjjf jon The value oj 
I H K i st unjN i tut !nt ur reduced prut school I u rn he* was >1J I hill ion i$Hm) billion 
ih food *t,»mp Ix fii iib a lorn i and tht \ tlut o public and other subsidized housinc 
*a- tppriixiir.ittt'lx Si; i> billion 

Tht procedurts for iMirn itiiik tht ottiual |*/\t it v |*ipul ition ire Indicated in 1)1- 
r,vt,Vr -"Si 1 .. liiiV.^Hf by thv Otthv ot \ian;ieement and Budget; As liirtitjofitil eiiHi- 
< ^tbev are based on before tax cash incomes and make no > provisions tt>r Micludintf 
thi '..Vtke m1 n.^ ash. benefit* The tartfe increases in Fede?i>! expenditures in the 
l-.»»fii «»l hi hii a-h assistance during the t!*Tu > had. thrrefore, m> eHeet on the official, 
•tat J -!ij aL M;i .» .rn>- vil |in\tTlv 

Iht f nluri :oi ff H |H.vi rtv tMvniai^ in atyouut ior bi ums oj doMar^ n a.ssi4ar c^ 
! I »w sioinn' pofmJation W to w r»H|u*»M from th* J vm^rt-ss forjMttnmtt^- trj the 
ith . i t H in -ish U-fit tit* on tht numtxr of iamdii^s and indiMduals bt Jow \hi> 
fv U-vd i 1 Ih* \ nrm t« nttt'd th^ >t ; rt-l, r> oKoramerof to expedite the pn> 
^ r :'.' f v! ,) r,\ r '! , ' t nn _^ .^T*V>L^«^i^«w>^w^A"«*>h t^-ivTit* r«xviVi»d In addition. th*» Swfo 
,:vr x ' »!./ V!*.} rt,, ry: . d i r»-i i <-d t o .a« ^ t _n uf ro>farx>i a nd test i ng < >f t«vtin iqut^ Tor 
ii^»^f?»»« >alu»»> to mmcash tM'nctit.s iti>d «*siihiii1ihg the efl^/t ot these 

\.j!u< «>n T h< • poverty pt^puiation 

\ VAUJVi VoSi AStt HK.NKKttS AN|> KSTIM*7TN<; TA X t> 

I m . -|t* .t v-« t -: t ht t oo^rrsswm,^ *i rev 1 1> t t hf Ku rt i/u i nit lotted a rest art h project 
t » -it \« h'p 'iin^MHUr- fur aNM^nm*; \^-ut^ to miiuosh U m>f it> recv ved_by th« low 
invent p«ijia. I it ion ind mt i^urt tht «r t f J^i on jKAt rtv l)r Timothy Smeedin^ of 
'ht I ni\ir^t> of I t -th ,tn t owMni-il wjth extensive t xpen* nee m this ai»a was 
r;, M ,I,, >'^ j^ Jl 1 *' Hure;.u under *t\ Knwvwan Statistical AsMK"ialit)n Fellowship to 
i.trr> |»u f thi> work 

l n . _^ •* ri ;j » !_^: . Wu rea i> _\>C t.h e ( ens u> Tf U 'Astni a u vh n i tu! r*»f it >rt descr i bi nij 
p»"«k t'U:^t> tor v a l«4> ti>' _rrtni>r nc««u- *• fi* s r*^i veti h v ttve It »w i nconwi. popula- 

.U 1 .- n . >.'.«.*! P.ri'^nj 3 n*! a 1 1 1 -_m^i *-v e es. t r- . - . ' . ■ . r > u eft V pi >pu lai ain U ir V.r t *A kia^ed 
!'_» the sombiniHl.valye^ ia»h ^j.- , > 1 >. • lt> Tht- noiiia^h U»nenis valued in 
5hi>.^.udi invlvvJeji MedK\*id; UM*.;>'. • f.v;^ ; ,rnris. sch^4 Jahches. and public or 
•> u b> i d ! / « t_1 r*-n t a 1 htiUM mc Tht- -V 3vH- * Si t+ ^ 1 1> ! h* *e bt*h«>Ct> beCAi use col lev vion 
«..f da! j »>n notica*h ft»*ttt»fitA & r no fer^ '/urrtht Population Survey was limited to 
rhi> ^n»u.f> of U<n*-f*!t> WHiU- iPt-rv fe'ii several previous studies that examined 
!he.t;je<t of noncash ht-m-fits ^ti tiat,^ f the pov^Hv ^jpulatioh this wai* th*» 
i i rM nt ufjy t ha t a n v<-^ i«aM»d sei* -ra I d i Here it v a 1 uat ion tec ton u<^ 

Inr >fud> rxarai-ned lht*s* wpptx^ichrs to valuing htmcas^i nenellts. Thete tKre** 

:;t^o»if>ji'> were i niarKef Vi 4 |ue. fU> K\ijfi>it»ht tw ca^ii e^u:*-aipnt vj^uc. ar>t 

» Ha Ji5d^*H *har»- v;,lue 

1 The ni.irket value is e^ual to thw- purchase prce in the private cv'rkt'S of ibe 

^■Hid^ Kveived b> ibe ri<rijti#-nt. ** . the face value of jt»tid stamps, t^r the insurance 

value of fht'dical care. 

J Tht r xiptt nt or j a^ h »*quiva ent v due t» the amount i*f c tnh thx-t would mak** 

j^ , :_ r VTiP l,, . n ! i."^. .j^.^ji.'Ht^ j.b*" m4tind transfer, it. tfi^re-Kwe. re<Wus th recipi- 

*l f ii. V'*!? V^lM^i*" 1 ?. : Jhff' .^nettt _ TNLrt^^ieni.tM'.cash equivalent vaJjje is usually 

levs Hum ;wd never >TMWr than :he market vHirv Fven thougte caeib equivalent 



l W p;trtm» ttf /jf -Vtal* J tist ve ( o»ftimM-it Thf Judwiarv aitd K^UtH A^>enet*w App.i^ 
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Mjue is a k «t)fi. ep:iia'i\ \.»inl iiie-tsure, if i» u]u?te difficult to estimate, especially for 
mediat'l tare _ _ _ ___ _ _ _ 

__»j._Tb_! pv>.v<*rt> budget ?ha^..y»l^'.^'i?h. JJ*__! i9_*hf Current .j^wijr concept. 

.unit* th__ Vdjue_o£|wd or medical transfers the ^rqpf^i<ws spent on 

thvM- ii?n\* b>_i)>er»cm» 

fi»r* nerv minimal . Jj_Muinex that_ _i_«-k>.i^_ir*nrfe.f_. inexcew? of these amounts are 
hi. r levan t _ !< >_r oVt erm \ P_ _ng_ pove rt y stat u« _ because an ejicess.of _on? type of good 
nooning* doej* _n_ot__coryi|^n_8afe for ji_deficiency__in another, good. <e_,g., medical 
can Because t he vaj ue ohn kind t ran>fers_are j i mited in _t h is way. t he povert y 
budget shart^. approach aligns the lowest average vr'ues to in-kind transfers of the 
thre«- methods Qsed . .. 

rohibinatioris of the three different valuation approaches arid three - different 
income concept.s rtH.alt in the presentation of nine alternative estimates of poverty. 
The choice OT -valuation technique and income concepi pr^uces a wide range of esti- 
m;ite» when the value of in kind benefits is included in fche determination of poverty 
usirik the current pi)verty definition The reduction in the estimated nunil^- oTpoor 
ran^tHi trcm a high of iZ l^jceht to a low bf about 12 percent Overall, the official 
estimate oi !he number of poor in ISITiJ was £U» miHion * TWiu number declines to 
IX ii million using the procedures producing the 42-percent reduction and 20.7 mil 
h()n und,'r the pKicedure ^producirur the i^-peirent ^ reduction. The br^^ 
del 1 n i t ion i . wh icn i ncl udes food , _hou«i n*. and medicaL care t incl uding medical ex - 
i*\nditjjres for the inst it utionalized. red uo_d_ t he poverty, rate. Jrorji. 1J_ L percent lo 
♦ ; 1 \ went ha>ed on t he__tna r ket _yaiu*_4*pproach , J0_f t he J hree i n -kind benefits. medi- 
i .* I c_> re \t i _>_ la r t he most i mportant _ for joweri ng_ _t be poverty rate. _ At ma r ket 
\alue. I__h>d and .housing alo»»e lowered the poverty rate from 11:1 percent to JM per. 
cent; while the remainder ol the decrease result from medical care benefits: 

The revipu nt or cash equivalent value approach, substantially reduces the number 
of |HK»r hut to a le**er extent than market valuer The reduction in the poverty rate 
using this approach for food and bousing alone'is nearly the same as for market 
value i**r» percent remained poor compared to IM wrcent for market value i. The 
inclusion of medical care benefits, with institutional care expenditures, reduces the 
«t)verty j-ate further Xo K.2 ^rcent for the recipient or cash equivalent method 
ThuK the marginal [effect of medical benefits on the poverty rate is sigTuficant'y less 
than Jhat of the market value approach. 

!'be P^^Y budget share approach has a_smajjer_ e^ the number wf poor 
tban her of t he jut her approaches The poverty _rate using. _the _ powrly__b«d^t 
s ha f e_ met hod for food and housing alone declines _from__ U J. percent, to 9_.H_ percent . 
1_r^_mariynal effect of med_i_^^ is less than_either of the .other _vahi. 

aJion_mtih()ds a? ; welj pov^y_tat_e_ baaed on the poverty budget share approach 
mc iuding medical benefits is _H ,9 percent. 

In _ no subgroup, of the population ^ the effect of the valiste of medical benefits 
greater than on the elderly. The official poverty rate for the eislerly was .14:7 per- 
t rnt in l'CM Food and housing benefits at market value reduce this poverty rate to 
12 'J percewl The add \t ion of the value of medical benefits with institutional care 
included i-educes the poverty rate for this group dramatically to 4.5 percent. Other 
combinations of valuation techniques and income concepts have smaller effects. 

Inclusion of the valtie of noncash benefits also has larger than average effects on 
thf p»>verty rate^i of Blacks and families maintained by wtimen since these groups 
have h£her participation rates in the nonca^ benefit programs Using the market 
yiil ul' ti»chhiq ue ftir valuing in k md benefits reduced the estimated n umber poor 
by i*boul 4. p> % rcent overall. The com parable decline in poverty was about 50 per- 
cent tor hoth Hlacks and families maintained by women. 

Estimating taxes 

_ /Srr : i_be _pasj months the_ Bureau haafi been developtnjca tax simulation mode! 
^^*_d _on t March Jt J'S ._ This, model est in*ates_ the amount of _ Feb^ral and State 
mdiv>daaj_mcorw_U_xw^ taxes <FJC A K and property taxes paid by house- 

hold* .Using tt_is_rnooVJ we have been able to estimate tne amount of taxes paid by 
households witticosh incomes below the poverty level and the nurrber of households 

below the poverty level, based on after-U*x cash income. 

About M percent or households below the poverty level in 1SH0 paid one or more 
of the four types of fates mentioned: Payrcl? taxes and property taxes were, by far^ 
the two most cornmon of these four taxes paid by the pobru Forty-l^ree percent of 
households bs>low the poverty level paid puyroil taxes and 37 percent paid property 



_ ^'°Y!^y j^o**^ _?*L^ t _^_! , <?_f^r_^ "^re^omputfd on s housrhoid hasw 

»nd thrrrtorr. differ nomewhat fram thr ofTmal pubtuhhed figure* 
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|?!*!>.i«vh , .MJ>^*"^!»^JHjrt-hiiM»iJ or owned. out right federal income taxes were paid 
| v >: PJTV'VJlt •«nd -State imorne tiixes Us 14 percent of Household* below the poverty 
it-yel (Kvrall, about h |ac-rcptfl ol the cash incomt- rvyiv^J by these households Was 
paid in taxes 

Development i)l the poverty definition in the mid- • '^fi • actually based on 
incoMie after pa> merit of rVderal and State indi\*duai ^ my taxes even though the 
'* , . , . l,| T.. t . 4 . 1 * inomr le\els collated in ;he March <VS fc 3y «. been used directly since 
that turn- to estimate the jioverty population Our estimate I>m- 11**0 indicate that 
the poveru rate for households wtniid havr i:i percent instead of mtperverit 

had rederal and State individual income tax«* beeri deducted prior to calculation of 
the poiert) estimates 

VI IT|>ATIN«; KSTIMATKS OK VOV MitY |N< U hW; fi|K VAU'K NONCASH HKNKKITS 

Ks iVnni t'es fr% tm the Shi r\ h '{'] *S 

Kst mutes of the poverty population based on both cash income and the value of 
noncash 1* net its ha\e been made only for :*i7:| fhev were the product of the Major 
research effort directed by Ombres* and conducted by the Bureau of the Census 
Iftvause the !!♦,«.♦ estimates are now well out ot c*ate; we have undertaken a special 
pr^ect to produce more current intimates of poverty after valuing noncash benefits 
work on this project has already begun; The goal of ;hi* work is *c produce esti- 
mate* for !!«*». 1!»M; and !Ux2 using comparable procedures based the technioues 
tlevelu|ied.in the initial research effort. 

A report in the Bureau s technical paper series is_ planned, for release in January 
I 'M I-His_ report will contain estimates of poverty before and after thv valuation of 
nohca>h benefits for each year between and 1<**2. Estimates for earlier years 
Wl11 tu ' [ **' made because 1 i*Ti* was the first year for which the noncash benefit data 
were available from the March CPS The report will show estimates of the poverty 
r»»pu]afion by a large .number of social and economic characteristics, e\g.. age. race 
and ^panish origin; sex, family rvlalwiiship. marital status,^* and i^p* of family, 
efc Th*- report will provide up to nine different alter hat i ye estimates oj_t*ie poverty 
popu I a t ion i om bi hat ions of t he t h ree va I uat ion tech n ig ues a nd groupi n% of benefits 
to include or exclude the value of medical care altogether or the poftson spent on 
the institutional population produced the nine different povertv estimates contained 
an -the earl^r .technical report for lliTW, 

The Jafiu^r> !«.**4 technical report will provide the first time series i of povertv es^ 
Unites )ou_ the broader definition of income including noncash benefits. Ilata 
on nonca>n <%;iefi?_* for IHVi are scheduled to be released in August 1JIM at approxi- 
mately the same time as the annual advance report on *.rs^ income and poverty 
statu» of jam I lies -and persons in 1HKI.- 

Th> Office of Management and Budget and the Bureau of t he (Vnsus will submit 
1 ■ :'*'. 1 n fc * n * v *' Ui4t fy". PM*\ hufe \° a .panej. of expert econom ists and sCat ist icians from 
out<sia, _ e . . *^9V?!r.»)f tp de^rmine. which, one or ones of these methods 

m»vt sufficiently hi|;h_C5mce^uaLaM.si.ati^icai standards t» be used in making 6fT^ 
c '^L*^^* mat ^_«f__tb«* niimb^r of tamilN?s and individuals in poverty The panel will 
h** ^*^.t.P._rwomiwnd any fisrrther refinements in rneasuremeht methodoiogy tfet 
ma > Jie needed to produce reliable povertv climate*. When ih-kihd valuation rheth- 
od> have been refined to the satisfaction of the (>hsus Uureau and OMft powrty; 
♦>t i mates baM-d on total income, including 4h-kihd benefits, ^ill_be included in the 
Bureaus regular annual poverty ^reports. The Bureau is akj moving ahead with 
other efforts to imj^ove povertv estimates 

tUtimates Fn*m the Sunvy of/mt^ and /Vt^gnaiw I\irtwtpatuxi 

Tr»* Bureai- began c^duciing tJS ^rvexo? Income and Program Participation 
^!W\^_<M^r M to provioV loivgitudinal infornu^ioh 

i,h,>ul labor force participation, program partictpatioii. program eligibUity. income 
^sset*. etc . ol the U S pooulation Dats from the survey will provide a monthly pn> 
file of" these and many other important aspects of the socio-economic condition of 

hcHist^hoids . . . . _ 

The first data products scheduled from SIPP are quarterly reports covering a wide 
range of stu'MMxronomic c^racteristics of the population The first pit&ikatsrm, 
scheduled for release in August I»s4, will contain estimates of the "jow-inc&sse" 
popuUtioh both ^before and after iiac_iuKi<jn_of jioncash benefits for the third ^uariet 
of r.4M Average monthly income for the calendar qtuarter will be used to determine 
low income status tlie iow^n^^nv le^vls will be derived by dividing the poverty 
IrveN based on annual income levels by 12. We have decided to we the derm few- 
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ihvtmie r.ithrr than j*«w-rfv Uvau*e !he official definition based oil an amusa! 
nworre cMrvt-frt 

bt-vund the initial data pro*[icts for calendar _q^f^i>_ SIPP .P^*>5r*: 
the mtfr-t coniprehen>ive_i^ta Jiase e>er a^:aijab!e fo^ 

p»*ert> Not tan l> will the purvey supply more detail concerning the clwr^t^ri^ticb 
• >! the f*r\t-m f*>pulaum: the longitudinal asp««:t will enable an examination of the 
iKruiuiii'* «>t pnvrrt.v .>ver the >ear perii»! during w»H;u~h~ each sanipie housefcoH 
i> rntrrv it-i*tnj *> hme» 

[Vtaiitni tablt*> and charts follow 
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Table 2* Chi* Between' 1959 and 1982 in the 
Consumer PHi Index and the Average Poverty 
Threshold for a Family of Four 



Consumer Average threshold 
Price Index lor » family of 

f19g?»1001 : r*-* n .,:* 

mZ .......... Ztt9-1 $ 9.£52 

ISBliii;;;;. 272-4 gi?7 

1?Pa) 246.8 8.414 

W9. . . 217.4 7.412 

1978. ....... 195.4 6.662 

?S27 181.5 6 191 

'976 ;jo.s 58,5 

1975. ......... 161.2 5 see 

1974 ...... 147.7 5 038 

1973 1334 4 54 o 

125.3 4,275 

1971. ...... .. . 121 J 4 13 7 

1970 1163 3.S68 

]g| - - 1093 3.743 

1968 1942 3,553 

Iff 7 / mQ 3.«10 

1966. ......... 97^ 22±2 

?jgf • 945 3223 

]g* 92-9 3.169 

1963. ...... g,.7 3j j23 

1962. ......... 90.6 3.089 

Jig 3.054 

1960. ........ 88.7 3022 

I 959 87.3 2.973 

' For years prior tcM 981. average ttreinoid for a nohfarm 
family of four is r^own. 
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Zihle I, PEESOTS. fJJCLZZZ. AN5 ZXZHJZZD XSDIVXDOtS 5ELC* TZu *0VcST7 
LEV£^. 5T RATZ: 1959, i&SS.. 1574. i«*79 t 1982 
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7 Able 4. K^ISTf SZATaVZ CF FAMILIES, BY FAMILY TYPE AND EACH: 1969, 1979 
A2C 1982 
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rrr^czs 65 Years Cls srai Over aeiow tr.e Poverty ^evel by Race; 
lie*. 1579. aac 1»S2 

.N-=^xrs ir. rv^ii anas j 
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UtU s. A: I ?ersw: Zam&rita* of the kaotr of Poor,** Covert/ JUt*s_ 
31«3 Altefii4ti»c Xncoae Concepts «uJ lUlmtto* Ttowlques; 1979 
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Tie £! 2ef*Ty: Coyer isjn is* tne to^aber ?3er_*«S Po>*rt/ Jates 
Jiins, Altertuti»e Income Cancels *nd ajtuetto* Tetanias: 1979 
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Chart 1« Changes Between i19S? art 1982 injhe 
Consumer Price Index and the Average Poverty 
Threshold for a Family of Four 
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Chairman Ranc;ki>. Thank ^ou very much. 

The Chair is going to reserve the right at this point to ask ques- 
tions and we will forward those questions to your office. 
[The material follows:] 

Committee on Ways^and Mea-£3, 
U.S. House of Representatvvr?. 
Washington DC November 17 % 1983. 

Mr. C. Louis Kinuannon. 

Acting Ihnxtor, Bureau of the Census, 

Washington, DC. 

Dear Mr. Kinuannon: On behalf of the Subcommittee on Oversight and the Sub- 
committee oh Public Assistance and Unemployment Compensation, we wish to 
than* vou for testifying during the joint bearing, held on October 18, 1983. Your 
«tp_U*n)ent was _ Alport* nt in aiding the Subcommittees examine the causes and 

iunpact i?f the. recent i ncreases_ in the poverty rate 

__ Near the: end of your testimony you mention that jhe_Office of Management and 
Budget arid the Census will submit in-kind valuation methods to a panel of expert 
economists and statisticians from Outside the Federal government and that the 
panel will be asked to rexrbmmerid further refinements 1 4ri measurement methodolo- 
gy We would like to know when the panel will be formed, the ' names of these 
expi'rt economists and statisticians ajid when the panel will submit its findings or 
rt'Cimimepidathm*. Please keep us apprised of your work and further surveys (SIPPl 
a no reports on th* measarejiietit of poverty. 

In addition, provide for the record, the number of persons living below the pover- 
ty threshold, the poverty rate and the poverty gap subdivided by type of family-head 
(elderly, female-headed and bth*r) if the thresholds had been indexed to CPI-X1. 
This information should be ' caiculated Jor 197;*, 1975 and 1978 through 1982. 
Again, we appreciate your assistance. 

Sincerely, .. 

Harold Ford. Chairman, 
Sulxwmmtttee on Public Assistancr anp Unemptaymint Compensation 

Charles B. Rangel, 

Subcommittee on Oversight 



U;S; Department or Commerce, ___ 

Bureau or the Census* _ _ 
Washington, fiC. December U\ t9$f. 

Hon. Charles B. Rangel. _ - 

Chairman, Subcommittee, on. (hvntight. Committee on Ways and Means, House of 

ftepresentatiivs, Washington, DC, 
_Pear Mi Rang^el: Than^^^ additional infor- 

mation relevant to the rwnjtincreases in l the poverty rate^ _ 

The Census Bureau and the Office of Mimagejnent and Budget are discussing the 
members! p of a panel of expert economists to review the Bureaus work on_ valuing 
noncash benefits and measuring their effect on the porverty estimates, No decisions 
on panel membership have yet been reached. Early ^n calendar year 1984, when the 
p:«"u»| has be*n name^ — 

vVe wiU .provide the_ data y^ J**^ested_ on Jra 
WV can Drovide all of the years, requested by the Subcommittees except 1973; we 
will provide 1974 data as a substitute. We will send the data to you aa *uon as we 
have completed the computer tabulations: 

If you have any questions, please have your staff contact Mr. Gordon tffreen. Pop- 
ulauon Division, on ?&{-7444. 
Sincerely, 

Or L L KlNCA/NNON, 

Deputy Director, Bureau of tthe Census. 
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H:S: Department of Commerce, 



Washington, DC, January Jl, 19HI 



Bureau or the Census, 



Hon. Charles B Rancel, 
Chairman. Subcommittee on Oversight* Committee on Way* and Means House rtf 
Representatives. Washington, Jj.C. 

Dear Mr Ran<;el: We are enclosing the materials that we agreed to provide you 
in -ou r December 14 letter^ 

We retabulated the poverty counts for 1974. 197f,, an d 197X through 1 9*2 from the 
Current Population Survey <CPS> applying an experimentaJ X^hsumer Price Index 
K'PI.tU-X1i rather than the CPE used in the published CPS reports. Table I due 
play* these data along with corresponding punished data for persbns,_farmiie§, and 
unrelated individuals Table 2 compares the CPI-U-Xl adjusted average poverty 
thresholds for a family of Tour with the pub! ished [series for 1974 through 1982; 

If you have any questions, please have your staff contact Mr; Gordon Green, Pop- 
ulation Division, on 7M 7444. 



Sincerely. 



Khclosure 



C, L. KlNCANNON, 

Deputy Direc tor. Bureau of the Census- 




Title t. Poverty Poptilitlon M Into* fcftdt tited on »iv»rti Thmtotdi Kith CM-MI Inflow MJtitwnt: 

1974, 1975, 19JM2 



»rir 

■■■-■■phi 




Percent 




rty leiel 


.Hfrfffft-fftift 
(•Itliw Of I9|2 


Itftcit 
dtfflinl 








— - - 


— - - 
QMiclil 

tnret*- 

oler 


A L 

differ* 
ence 


A J fa if *4 

aid! 


VLT.1CJI' 

pw?ft* 
tnftiih 

eW 


Differ, 
ewe 


... . . 

Mailed 
pwertj 

eibv 


— - - 
OffUlil 
poieriji 
thresti- 
olds' 1 


- - 

Percent 
f|iff*lr* 


All f til lin 




















1982 


■ 


7,512 


•11.9 


10,5 


iti 




23,490 


2? *0 


49.1 


lfol 


5,912 


MM 


•i).4 


a 4 


)lh ) 


*i t 


H.313 


tad 




1 WU- 


5,5io 


4,217 


-U.4 


fi i 


itrv 4 
. \i 




is,i2i 


22,630 


•19.9 


f QtQf 


4,909 i 


5,461 




W 


Y) 




16,133 


W 


m 




4,784 


P AAA 

5.370 


•KM 




9,1 




15,745 


19,108 


•17,6 




4,768 


r Am 

5*2$ 


A A 

• 9,8 


St J 


Q 1 




15,115 


18,521 


-18,4 


1975 




5,450 


• 8,5 


8.9 


9,7 


-0.8 


15,823 


19,035 


•16.9 




4,561 


4,9?? 


* 7.3 


8.2 


8.8 


-0.6 


14,772 


17,494 


•15.6 


r Mi lit! -villi fMulf* 




















it * I EL A* J ft*!** 

noifltf M fltw Ovif 






















{Art 


DOT 


+ZJtl 


7.2 


9.3 


•2,1 


1 tit 

1,525 
1,2*8 


2,073 


•<<,6 




670 


851 




t i 




4 ft 


S,7W 


-27.0 


i nun 


m 




■16.2 


t.O 




■1,5 


1,250 


1,695 


•26.3 


\ atof 


m 


W? 


•14.8 


',8 


9,1 


i * 
-1,3 


1,277 


M 




iw 


600 




-14.1 


J.I 


9,1 


•1,4 


1,81 


1,60? 


•n.9 


1971 


m 


m 


•12.? 


7.3 


8,4 


-1.1 


1,051 


1,322 


•20,5 


1975 


644 


728 


•11,5 


7.9 


8.9 


-1.0 


974 


HA 






M9 


686 


-M 


7,7 


8,5 


-0,8 


1,037 


l.fW | 


•17,6 



M Not iviiiiiie. 

f leflecti 1980 Ceiiiai po^litloii control!. _ 

J 1* 03. B«r*iu- of tht CffHwi, _ •Cur f Mt Pfljwl it 1 w Kt^«rt i, * S#H« P*6fl, 

* Coflttmi doll or tdjiistiKit Uied on CPN-M; 1967 ■ 100, 
3 Content doUir idjmtmeflt bfjed en CM*U; 1967 • MX), 



ERIC 



Si' 



fait i. Kwt, *w\m i*d \%m Officii m on ^iniiiiii m cn-o-n \mm UMmv 

1974, 1975, i»l l«».BT 



foi> 



HfcwWdcr, No Hysbind 



INI 
1981 

1980- 

H79 r 

1979 
1978 

m 

1974 

All Wflftlitrt Indian 
1962 

Hal 

1980 
iW 

1979 
1978 



1971 



Mfcff b»io> po»#rt; t«v«l 
I* thousiftds) 



Adjustod 
poverty 

tOfHlf 

olds 



2,955 
2,747 
2,453 



Officii! 
pbwtj 

olds 1 



2,384 

?;t4t 



5,541 

Mii 

5,1?) 
5,038 

«;»o 

4,259 



3,434 

2.972 

?,W5 



I 



2,430 
2,324 



4,458 
6,490 

w« 

5,745 

5,600 
5,435 
5,088 
4,55) 



llffff. 



•9.1 
■ 7;5 
- 7.3 

•.a 

•10.2 
• 8,6 
^7.9 



•14;? 

•12.9 

• 9.9 

•10.9 
•10.5 

• 6,6 
■6.5 



hnm Mo» potfrty 1«vel 



olds 



33,6 
31,4 
30.2 
28,2 

28# 
29,0 
30.3 
30.1 



20,; 

20.0 

iM 

19.9 
23.5 

m 



Officii! 
povoi 

olds 1 



36.) 
34.6 

32.7 
M.4 

30,2 
31,4 
32.% 



iu 

23.4 
22,9 
h.9 

21.9 

&l 
25.1 
24.1 



Olffor- 
MCI 



■ w 

-2.5 
- 2.2 

• Z.4 

• 2,0 



U 
2.7 
W 
2.1 

U 

1,6 
1,6 



_tef_i»iJijbiji; 

[ lffl«£tf _ ltfO.C«M0f populitioo-cottjtols, . . 

J 4s Odollsdod \w J.S. BurtM ofjhojuw, "Cyrffftt *>0PiiitlW aiporti, 1 
< Constint dolUr *dMt«'t bistd on CPl-U-Iti; 1967 • 100, 
J COMtint ddllir idjuttwflt bistd on C^t-U; 1967 • 100. 



*9ft9«to t«ow deficit 
(illHoM of I982 dollirtj 



Adjusted 
poiifty 

olds 2 



11,390 
10,310 
9,071 
8,343 

*M 

7,8U 

7,5W 



11,040 
11,0*0 

i;m 

9,460 

9,m 

8,697 
8,303 
7,211 



Softos J-60, 



Official 



olds- 1 



13,990 
12,746 
11,196 

US 

9.H6 
8,M4 
8,585 



13,640 
13,754 
12,170 
M 

11,127 
10,360 
9,822 
8,456 



dlffof- 

MCI 



•18.6 
09.1 
-18.9 

•16.8 
-19.3 
•18,1 
►16.7 



•19.1 
•19.4 
-1M 



-17,1 
-17.0 
•15.5 
-14.7 



212 



ERIC 



Toole \ towrtjf PopuUtloft in* tncone Deficit 84Md OA *o*ftjf Thresholds Wlfi CM-MI InfUtton *djt»tt*ent: 

1974, 1975, i*d 1971-8? 



feir 



Unrtlitctf Udlvlduils 
IS «ii Over 



1982 
1981 



I97f 
1979 

\m 
\m 

1971 

deriitttd hdi»t<iwis 



118? 
1981 

im 

197/ 

1979 
1971 
1976 
1974 



(wnbrs 1* $how*ds) 



Hasted 
OWtrtj 
thresh- 
old* 



1,835 
1,980 
1,971 
1,973 

i,m 

1,1*2 
1.819 



j,7oe 

3,55! 
3,36* 

3,277 
3,200 
3.202 
2.77S 



Offitlil 



thresh- 
olds 1 



2,275 
2,421 
2,448 
2,299 

2,243 
2,053 
2,125 



4,110 
4,251 

4 f i;l 

3,771 

3,6*9 
3.111 
3,422 
3,007 



Percent 

differ- 
ence 



Percent below powrty level 



thresh. 
olJi 



f 



•19.3 

•19.5 
■14.2 

•14.2 
•13,7 

»M 

• 9,9 



-iu 

•1M 



•11.4 
• 6.4 
►7.7 



2U 

ttii 

ft,? 
2U 

23,3 
28.3 
27.9 



H.J 
24.2 
23.7 
23.2 

23.2 
23.1 
27.0 
25.S 



Qffldll 



thresh- 



27.1 
29,8 
30.6 
29.4 

29.3 
27.0 
31.0 
30.3 



24.6 
27,7 
27.4 
26.0 

16.0 
26.0 
28.9 
27.3 



Differ- 
ence 



•5.3 

• 5.5 
•5.9 
•4.2 

• u 

•2.7 
•2.4 



• M 

• til 
-7.2! 
•2.8 

•2.8 

• 2.9 

• 1.9 
•2.0 



*99f»9*tojH*9 deficit 



Adjusted 

peyertj 

thresh* 



?,094 
2,005 
1,943 
2,207 

2,156 
1,7.88 
2.077 
1,822 



6.268 
6,464 

5,642 
i,53i 

J;S9i 
5,169 
5,193 
4,253 



QfficJil 



thresh- 
olds! 3 



2,953 

2,923 
2,80? 
M 

2,834 

7.307 
-n4 
2,221 



1,913 
8,194 

M 

i,*93 
6,279 
6,151 
6,026 



Percent 
differ* 
ence 



•29.1 
^31.4 
•30.7 
NA 

-23.9 
•22.5 
NA 
.18.6 



•20.8 

»21,l 
.21,5 
M 

.18,1 
•17.7 
.15.6 
•15.4 



M AoiHitlible* 

* KeflecU INO'CtftWi position -controls. - - 

1 It published In D^I.-loriii-Of -tNiJCfMU; -?C0ra"t _*«pnl tt Ion «eportt»* Series P-W. 

| CdfiftOftt OOllor idjjiitwt fcised on CP MHJ: (967 «j0Q, 

3 Conttint dolUr ndjvstnent bond on CPM; 1967 ■ 100. 



ERIC 



213 



i 



Ui\t I. Hwtt) Petition m Inco* Deficit 



f«r 



4 



mi 

\m 
\m 



19? <, 1975, H iw-w 




Waited 
PWftj 



??,m 

i5,449 
23,139 

22,499 
22,143 
24,013 
21,10/ 



Officii! 
M*rty 
tKreih- 
bidt 1 



33,10? 
31.340 
28,828 
*U07 

24,994 
24,49? 

H,wi 

?3,J70 



differ- 
we 



-12,0 
•12,9 
-11.? 

•ic.b 

•Ifl.O 

• 9,6 

• 7.2 



Perctot bclov povtrty level 



Adjusted 
pewrtj 
ttireifc. 
oldt 



13.0 
12,1 
11,4 
10,4 

10.4 

10;3 

U.4 
10.4 



Officill 
poverty 
threw, 
olds* 



14.6 
13.9 
I2i9 
ll.( 

11,1 
11.4 
12.3 
11.2 



Differ; 
e«e 



1.8 
1,6 
1.$ 
1,2 

0,7 

i;i 

0,8 



.. . deficit 
(Wlliwef lWdolliii} 



Mjutfed 



tHrejh- 
oW 



34,53(7 
31,393 
27,889 
2S,593 

24,970 

23,712 
24,125 
21,982 



W- lot mllifelf, 

J ieUectU980 Ceuui popuUtlon coMroW. 

} jjeJftUiftlf li B^JirMMf the Ce^-Stirre* Position teparti/ Seriei P.W. 
* Cwtiftt del Itf tdj«it«ftt bited 9* CPlm-ll;. 196? •_I00, 
j tmm deller *o> t*e«t biied o*LCPtm; 1K7 j 100^ 
ficlydei periw In milled suMiijifes for the yeon 1979-I2. 



Official 

MStfty 
threth. 
oldfl I 



42,910 
39,278 

34,800 
W 

w.wi 

KK 
w,«$? 

25,950 



differ, 
wee 



214 



•20,1 
•19,9 
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•17.2 
■17.9 
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Average Poverty Threshold for 4 family of Four 
CPI-U-X1 n CPl-U: 1974-1982 





Using 


Using 


Percent 


Year 


CPI-U-X1 


CPI-U 


difference 






(published) 




1982 


$8,978 


$9,862 


-9.0 


1931 


8,455 


9,237 


-9.0 


1980 : 


7*718 


8i41* 


-8.3 


1979 


6,941 


7,412 


-6 r 3 


1978 


6,335 


6.662 


-4.5 


i?77 


5^932 


6,191 


-4.2 


1976 


5,576 


5,815 


-4.1 


1975 


5,278 


5,500 


-4.0 


1974 


4,874 


5,038 


-3.3 



«0TE: Thresholds sfio*n for 1974 through 1980 are 
for nonfanw families; the farm differential 
©as dropped beginning 1981. 



Chairman Rang el* We do hope that tentatively you would make 
arrangements to be here to wrap up our hearings cn November 3, 
and I thank you for your patience. 

Mr: Kincamnon. You are welcbifriej sir. b - _ 

Chairman Range!.. The hearing stands acfywirned, subject to the 
call of the Chair. - - 

[Whereupon, at 2:15 p.m., the hearing was adjourned, subject to 
the call of the Chair.) 
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POVERTY RATE INCREASE 



THURSDAY, NOVEMBER 3, 19K3 

House of Representatives, Committee ok Way# 
Means, Subcommittee on 0versi6ht; SuBCOMfcfirtEE 
on Public Assistance amo Unemployment Comj^n- 

SATtON 

Washington; &€. 

the subcommittees met at 9:45 am, pursuant iu notice, in room 
HOG; txwg^orth HouS Office Building, Hon. Charles S. Rahgel 
(chairman of the Subcommittee on OxsrsSght > presiding. 

Chairman Rangel. The Joint hiring of the Subcommittee on 
Oversight .and ihfc Subcommittee on Public Assistance ^hd Unem- 
ployment Compensation will come to order. 

Earlier we had a day of hearings md received a tat of informa- 
tion relating to poverty from expert wiinessw, i|s definition^ mem- 
uremeht, the increase in the poverty rate* arid on the cfearacieris- 
tics of the_ poor. Baaed on tte previous testimony, certeif* funda- 
mental facts are cie»r: 

First* poverty has increased dramaticaily in recent years r^grd- 
less of how it k riwasui^^S^^ 

poverty is governmental prifey. lira recession, budget reductions, 
tfe SaiittTe to aAjmX public assistance beheKfc lewis for inflation, 
and ihad^i?ate responses to |n<^psij^ 

tributed to the increase in poverty. Third, the administration's tax 
policy has imposed a substantial burden oh the poor white provid- 
ing a lot of relief for middle and hij^ermwpe i j^ple. And I think 
that a combination of alt of these things have sshown t)M the num- 
bers of people entering this group called the poor have increased. 

I think that we would want to address these things, and for those 
reasons we ita^e ctanthm«ljHsr hearing. - 
_ We have with v& to start of? tho testimony this saoming, David 
Stockman. Of coarse he astfce «SL^ector of tte Oflfee ^ jS^fii*tnent 
and Budget. We has? hoped that ib& Secy^tary. Department of 
Health and Humaft Services couid bfc with us* But she was unable 
to adjust her scftedute to aeewmodato the committee. So Dr. 
Robert Rubin, the Assistant Secretary for Planning imd Evalua- 
tion, vill be with as. 

I, personally, or behalf of tfee _<»mmi|tee_ recognize the heavy 
schedule that the Budget Director hfc, and we hope that this morn- 
hag we *f£ll have a fraitRtl excS&ngfc to see what we can do leath- 
er to better accommodate the needs of the poor of our country. 

[The statement of Mr. Rangel follows:] 

(213) 



O 1 



214 



Oi KNiNt; Xtatimknt or Chairman Charms B Kanckl 

Thi* morrunj: the Subcommittee on Oversight and ttie Subcommittee on Public 
•V^i«tance and_ Unemployment Compensation continue joint hearings on poverty 
imd its recent increase. 

Kariier, the ^heommitteeM held ii clay of hearing and received a great deal of 
information .from expert witnesses oh jxnertv. its definition and measurement, lite 
increase in the poverty rate, and on the characteristics of the poor Based on the 
previous testimony, four fundamental facts are clear 

J.\ rsX> P" v ; ,rt > hili * ""creased dramatically in recent years regardless of how it is 
meiisured Second, the prime reason jpr.inm»asinK_|»verty is governmental policy: 
I hi' recession, budget reductions, the failure to adjust public assistance benefit 
levels tor inflation, and inadequate responses to increasing human needs have all 
cont ributed to the jncrease in_poverty. Third; tax poiicv has imposed a substantial 
burden on the poor Kor_example ) combined Federal income and payroll taxes Tor a 
yinijk ol four with earnings equal to oovertv have increased from $2tHHn 3978 to 
*U1<»» in l^A^in increase of $K(Hi; This represents an increase in Federal taxes 
from J to lO j^rcent of the family's income. Four, improvements in the economy 
will not significantly reduce poverty 

based on these four facts, I believe further governmental action is required to_ad- 
titess increasing poverty in our country*. This morning we will hear from two admin- 
istration witnesses on this subject, David Stockman, Director of the OTlce of Man- 
a?erner?: and Budget iOMBi-arid Dr Robert J. Rubin, Assistant SecreUrvJCor Plan- 
ning and revaluation of the Department of Health andjluman j*?mces ilfHSi: 

\ think it is critical that we hear from the ^administration on this matter and 
whether it plans any new policy initiatives to combat growing poverty: 

Chairman Rangkl: Chairman Ford? 

Chairman Ford. Thank you very much, Chairman Rangel, and to 
the Subcommittee on Oversight. We, as members of the Subcoas- 
nuttee on Public Assistance and Unemployment Compensation wel- 
come the opportunity to join with you in the hearings today and 
welcome Mr: Stockman to the hearing. 

The purpose of today's session is to examine the alarming rise in 
the poverty rate in this country. The official poverty rate Jias in- 
creased from 11.4 percent in 1978 to 15 percent in 1982; 34.4 mil- 
lion people in this Country have incomes below the poverty level: 

1 know thai the measure of poverty is subject to sortie controver- 
sy, and we will be discussing that today with the Birecttor of GMB 
along with the representatives of Health and _Hu_mari_ Services. 
However, no matter how one measures poverty there is no dispute 
that it has increased, 

__L for one, old hot find great satisfaction ia the argument that the 
poverty rate is overstated and that we really have only 20 million 
people in poverty in. this country. The fact is that we have a sub- 
stantial number of Americans for whom the American dream is a 
fairy tale. The American reality for them, and millions of them are 
children in this country, is substandard housing, tack of health 
care, and poor nutrition. 

There is a perception that this Government, in particular this 
administration, has simply forgotten about the poor in this coun- 
try. In times like this and as chairman of the Subcommittee on 
Public Assistance and Unemployment Compensation, we have a 
real sensitivity to the needs of the poor of this country, and we 
would hope that the administration would focus its attention on 
those needs; 

Through th#> hearings we have conducted and the legislation 
whicti we have considered on the Subcommittee oh Public Assist- 
ance ? Have to come to share the view that those who are helpless 
and those who aire homeless and those who are poor in this coun- 
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try, and those who fit within those poverty lines have been forgot- 
ten. I hope today that the witnesses from, the administration, MK 
Stockman, who is Director of the Office of Management and 
Budget, and Secretary Rubin of Ihe Department of Health and 
Human Services will help change my mind and the minds of others 
who are out there in this country who are in need of help and who 
need the administratis 

I look forward to the testimony of Mr: Stockman today, along 
with Mr. Rubin, And also look Forward to hearing from my col- 
leagues who will raise those vital questions to both of those repre- 
sentatives from the administration, 

__Mr. . Chairman,^ are delighted to joint with you and 

the Oversight Committee today in this joint session. 

Chairman Rang el. Thank you. 

Mr. Duncan. 

Mr. Duncan. Mr. Chairman, I have no opening statement other 
than that Mr. Martin is unable to be here. I don't know of more 
important hearings that we could have now than really what is 
poverty and our definition of poverty; what we have done perhaps 
to move more people into the poverty bracket; and how much of 
the poverty is by choice or the income i^by choice, may I say. And 
I think it is very important that we go all the way into this subject 
and I congratulate you, Mr. Chairman, for holding the hearings. 

Chairman Rangel. Mr. Matsui. 

Mr MATSUi, I haye no statement, Mr. Chairman, tharik you. 

Chairman Rangeu Mr Anthony. 

Mr. Anthony. No opening statement. 

Chairman Rangel. Mre^Ken nelly. 

Mrs. Kennelly. Mr. Chairman, j have a statement but I don't 
think we should hold up the witness any longer, so could I have 
permission to-insert itin the record. 

Chairman Rangel. Without objection. 

(Tihe statement of Mrs. Kennelly follows:] 

Statement ok Hon. Barbara B. ^RenneLLy, ,_a Rmti&ENTATiVE m Congress from 
the State of Connecticut 

Mr. Chairman, at our earlier hearing on the increase in the rate of poverty, these 
t*_o subcommittees heard disturbing testimony about the growth and depth of pov- 
erty in our country today: 

the poverty rate in -1982 was at its highest level since 1966 arid represented a 33 
percent increase over 1979^ While the elderly how experience poverty at a rate com- 
parable to the population as a wliole, the poverty rate Tor children rose from 16 to 
over 21 percent _between i 1979 and J'*S2, 

Our hearing explored the inadequacies and the complications involv^^th diiTer- 
enl jneasjires of poverty, _but_ we_found that by every standard pcwverty has in- 
creased. And Lthe rate _of poverty: jnciujiing. in-kind transfers is growimK faster than 
the rate j^he_historici_ measure of poverty .Even if we aecept_the accuracy of Ihe 
H.K to j>_ percent .poverty rate Jncliiding. i n-k ind transfers, Dr. Ti mothy Smeeding tes- 
tifledJlhat this country still has more than a staggering 20 million citizens who are 
poor and. needy; 

More Americans havn< fallen below the poverty line, and might 1 add, through the 
'Safety net"; The poor On this country have become poorer. They are losing the front 
line battle against poverty. CBO Director Rudolph Pehher told us that in the years 
1979 thru 1982 the proportion of Americans who are the poorest of the poor in- 
creased from 61 to 68 percent. 

Although this Administration's economic policies jvere sold to the Congress as 
good for t he «»untry as a whole, the benefits of these policies have been very un- 
equally distributed. A drop in inflation was brought at the price of high unemploy- 
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merit, and as unrtnpl<i> tnrnt reached _..rt^_r_d_ .levels, __the Admi_nisiratipn_ ..pushed 
through [.reduction!; .in jb^ .V.vO. Progni^nas which tide_th_e jobless over the .recession: 
unrnpip^rment in?jirance_cut. bv_7_percent, food stamps slashed by nearly twice as 
mu_ch.Tit.ie XX, red:uced_hy 22 percent. ... 
_ \W_ have seen suffering among Americans reach unprecedented levels in the last 
two decades as a result of the increase in poverty: Where the federal government 
has turned its back on the poor, the religious and private charities have o*«t over- 
wht-lmed by the demand Ibr their assistance. In two i -years- alone, Catholic Church 
Charities increased its prbvisibns^bf emergehcywneals from aUO^GOO to over 1,800,000. 
Fond bank activity in -Catholic Charities jumped 1UD pe/ceni— bui_this is underre- 
st net ed conditions and with r.t zoning As every Member of Congress who has been 
!P>.9l v *_^.?n ..^ttinjtj up food and shelter programs in his or her own district knows, 

thVrr is simply not enoujghhej^. to go .around. 

I*uve rt>: u ;i U_ ajwa v s be_ wit h _us, _but _ L believe _we_ have a moral obi igation not to 
ignore _tho»e in ned During^his period in which poverty increased, we have seen 
more families who never felt poverty before seeking aid— more street families bereft 
of their past bearings: In Connecticut, the Department of Income MaJritenance held 
a hearing to evaluate assistance programs in the State. lii Hict, the hearing ^aa a 
report on poverty :;-elf as recipients of State arid federal assistance spoke ih 
moving arid force:.** ways about their frustrations and desperation, their great de^ 
sires for a better life, for just a chance — and for, quite simply, more food for their 
children 

he F« tJera 1 (_? overn me n t must respond to the needs, of its ci tuens to further a 
just and t^uitahje society, j look forward Jo wo^^^ 

tjves ..to_reduce poverty and j_ loiok fbj>a_rd to hearing from Director Stockman what 
cooperation we can. or cannot, expect from the Administration. 

Chairmj^ has your 34- 

page statement. We are also aware that you have an 11 aciock ap- 
pointment Your entire 34-page statement will be entered into the 
record; thus if you would summarize or highlight the document, we 
will be able to maximize the time thai the jnembers would have to 
get a better clarification of the administration's petition. Is that all 
right with you? 

Mr, Stockman. That would be fine, Mr. Chairman. 

Chairman Rang el. Without objection you may proceed. 



STATEMENT OF HON: DAVID A, STOCKMAN, DIRECTOR OFFICE 
OF MANAGEMENT AND BUDGET 

Mr. Stockman, Thank you very much, Mr. Chairman, members 
ofihe committee: 

Let me begin by commending you Tor holding these oversight 
hearings. It is my conclusion after serving 4 years in this body and 
3 years downtown that we are often so busy legislating solutions to 
problems that we do not take enough time to diagnose them before 
we attempt to solve them: What you have been doing in these hear- 
ings to try to get to the bottom of this problem, diagnose it and un- 
derstand it, as critically important if we are to make progress in 
reducing the poverty rate that we recorded in 1982 and that all of 
us are concerned about. 

1 want to say ajso that what I am presenting this morning repre- 
sents my most recent and freshest thoughts about this issue. If you 
will put your hands on the testimony, you will see it is still warm. I 
regret we couldn't get it to you sooner. However, we are so busy 
legislating solutions to appropriations problems, debt _ceil|ngs, tax 
bills, reconciliation bills and othmr items, that I simply have Jiot 
been able to makethe advance pm'fttration that I would have liked 
so that my testimony could be prmvided in advance to the commit- 
tee. 



» — 

219 



211 



But Jet me try to make ;sorne opening thoughts and then summa- 
rize what I think is some of the important information in this pres- 
entation that will help us to comprehend the problem and the solu- 
tions to it advocated by the administration: 

Mr. Chairman, I tnjnkjhe important policy debate about the 
issue of poverty is unfortunately plagued with weeping ideological 
propositions and endless manipulation of the aggregate poverty 
count and trend numbers issued by the^ Census Bureau—to the det- 
nnient of both comprehension of the problem and pr*»gregs on its 
solution: Some advocates contend that insufficient economic growth 
alone is the sole source of the poverty problem while J>thers insist 
with equal vehemence that income transfer program reductions 
have made the problem tar worse. 

Likewise, aggregate statistics which tell us that 34 million citi- 
zens, J;> percent of the total population, were below the official pov- 
erty line in 19S2 Save been anaiyfced^ecvinpused, reconfigured and 
projected in so many difTerent and variant ways as to support 
nearly every imaginable policy conclusion. 

So i^.i%_wj^t_t^ay.a number of propositions that I hope will 
help transcend these incessant debating points and lead us to a 
better diagnosis of the problem and the multiple paths— and I want 
to underscore that, multiple paths— to remediation of the poverty 
that exists in our Nation today: I would offer five propositions at 
the outset: 

Dne, the poor are not an homogeneous group of bur citizenry 
whose betterment depends exclusively upon more economic growth 
on the one hand or more Government programs oh the bi**er, the 
polarization that seems to have developed in this debate. There are 
distinct ^ sujk^roups among the 34 million poor we are focusing on 
whose condition results from different causes and must be reiiie= 
di^ ^itjl different solutions. 

. Two, the official poverty count ba^ bn money ihrome substan- 
tial ly overstates the rate of poverty because it ignores $107 billion 
* n * n ;K* n d ^^j^l. housing, ^fpod and other; aid that tangibly raises 
the living standard and condition of many low-income families. 

Three, the gme pcor people are hot always with us— even 
though the same numbers seem to be. The degree of temporal 
poverty, and I have some hew information on this subject to 
present to the committee today, is far greater than commonly be- 
lieved or perceived. While there has been an average number of 30 
million pyjor people for the last M years, with tips and downs in 
that number that have been driven by the economy and a numbir 
of factors, that that number oyer the last decades has consisted of 
substantially different people over time that is, large numbers of 
P^PJe move in and move out of poverty, as we have learned from 
the recent results of longitudinal data and studies that have just 
become available after a decade of work. 

P° ur ' tn <? long-term trends ah^ popu- 
lation tell a significant but complex story: Poverty rates among the 
elderly have teer i drastically r^uced due to the growth of bur vast 
social insurance _system. In^^ther wards^m this area GbwjTimeht 
programs have nearly solved the ^robtem. On the other hand, pov- 
erty rates among female-headed L hou^hdlds have npt cha at 
all, other than minor fluctuations from year to year since 1959— 
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despite a massive expansion of another part of bur transfer pay- 
ment systern, the rneans^tested ■ weifa^jjoyerty^ pro^rarns: 

Poverty rates for young people under age 25 living bh their own 
have fallen despite the rise of the youth unemployment rate and 
the near total absence of Jarge_ scale Government programs to 
assist them, or for which they are eligible .On. the other hajd,^v- 
erty among the working age population <&V-&jj, excluding those in 
female-headed families, has declined markedly but remains far too 
high. 

My fifth point, Mr; Chairman, in terms of overall summary or 
proposition isihat economic jjrwt^ spofasd- 
ic and weak to help those subgroups of the^wor who can benefit 
most from it, and the vast expansion of transfer pay merts jra_been 
too scattershot and ill targeted to mJuce poverty among other sub- 
groups who have the strongest claims bh the taxpayers' support 
and heed L fbj^tJpvernmerit programs in terms of remediation of 
their condition of poverty; 

Mr. Chairman, I have suggpted tMi diOerenl ldnds of poverty 
require different approaches to policy, the_pabHc_policy of the^ Fed- 
eral Government. While hb categorization scheme is perfect, Jet me 
suggest as a Homework for my testimony this morning that the of- 
ficial poor can be divided into Four mutually exclusive groups: Per- 
sons in households headed by, first, the ejderl^ 
males with a dependent child; other adults age 25 to 64, both those 
with families and those without; and, fourth, young people age 16 
i\y 24 who live independently, what we have termed young singles. 

If you will look on page 4 of my testimony and table 1, I have 
tried to create a diagram here both bf thAromt^itjon^o 
iem, that is the poverty count, and then the policy relevance of the 
various issues that we debate incessantly here in i Cbngress in terms 
of the role and the kinds of policy mechanisms the Federal Govern- 
ment ought to apply to reduce the problem. 

If you take my first subcategory, the elderly, you can see that 3.7 
million of !he 2a million elderly in this country are officially desig- 
nated as poor- That amounts to a 15 percent rate among the entire 
elderly population, and they account for 11 percent of the 34 mil- 
lion figure that Mr. Ford mentioned atthe be^inning^ 

In terms of policy, I would suggest that for this group economic 
growth Ls irrelevant because most of the elderly are retired and 
Have littltLatMchment to the Labor force, and the few that do work 
do so voluntarily. I would suggest the second dimension of public 
policy, social insurance, and I will use thjs te_^ throughout ^ 
U^timany to mean our social security and medicare system primar- 
ily, is of critical importance. And I will present some data that in- 
dicate the vast impact that this social insurance system that we 
have built up over 40 years has had in dramatically reducing pov- 
erty among the poor. 

The third aspect of public policy concerns our means tested or so- 
called welfare transfer payment systems. .That jndudes both the 
cash benefits, SSI, as well as the in-Jcind food and housing anb^so 
forth I would suggest thai among the elderly poor that is bf sec- 
bridary Importance because it supplements ana fills in the gaps. 
But in dollar magnitudes and in impact magnitudes, in reducing 
the incidence of ^verty, clearly social insurance and how we keep 
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that solvent, hem* we manage that system, is the overriding vari- 
able in terms of public policy importance. 

if you move to the second category or group in my table, that is 
• female-headed" households, you see that iL2 million of the poor 
fall in that category. Thefrjftverty rate is 42 percent, meaning 
among the .25 million AmericansLjirho live in female-headed house- 
holds, n^Hytw^fifths are poor. That rate has been persistent over 
two. and a half decades; 

_ More importantly, they account for nearly one-third of all the 
poor in. our society as measured by the Census Bureau, For this 
group, I would suggest that economic growth insignificant, but not 
l ^ only or pvj^'helrnihg variable. I will present some data rele- 
vant to this point later; 

Social insurance is obviously of very limited or negligible signifi- 
cance, because most in this group would not be eligible, except for 
spume children under social security. The means-tested benefit 
system is of criUcal and oyerwhelming for the 

support that it provides doHarwise and living standardwise, and te- 
roiise .of the jmjwrt ttet it h^ in either increasing or reducing the 
number of poor in this category. 

My third category consists of what I will cadi the young singles, 
people moving out of the parental hfl^ehoTd into the labor market 
but hot yet fully integrated either into our social or economic 
.There are 1.3 jniUipn of _them_ in the total poverty count. 
Their poverty rate is nearly a third, but they account for a very 
small share of the poor. 

i will suggest later that I believe that poverty for this jgrotyi is 
largely a life cycle problem, and f ?iat if you look at the Census 
Bureau statistics, you will see thiir this is largely a transitory con- 
dition and as these people beromejalder. as their attachment to the 
labor force strengthens, the degree of poverty in each cohorts de- 
clines dramatically: 

For this group, I think economic growth is significant but hot 
overwhelming. Social insurance is ^vioi^lyjfrclevant. And means- 
tested benefits have minimal policy significance because very few 
of these are ejigible under the Jciiid of system that we have struc- 
tured for AFBG, food stamps, and the like; 

The fourth category is large.. It covers households headed by all 
other adults, both male-headed families as well as single individ- 
uals. There are 18 million in this category of the 34 million. Their 
P° vert y rate . J s W peH*nt, w^ some of the 

others but high compared to what we would like to see in our socie- 
ty They acraunt for half of ^ sug- 
gest in terms of the public policy debate that economic growth and 
i^lfei^nomfc or overwhelming sig- 

nificance; I will try to demonstrate this in a moment. 

Social insurance is irrelevant except to the extent that they ire 
taxpayers into the social insurance programs, rather than J^neficj- 
ark>s. And means-tested benefits, I would suggest, ore of only sec- 
?ndary_ !ny*rt?_n<* ^ because the structure of oiir system does net 
provide Jor large eligibility: 

__Mr. CTairmahj what J jlpuld Hke Ip do is turn to some figures bh 
the trends and the impact of our public policies on each of these 
four groups. But before I do that, I want to focus Tor one moment 
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on this issue of the poverty count. IsJt too high or too low and how 
^froujd we amount .Tor_in : kind_ benefit? 1 think _iri_ the_ 1980b _i\ is 
important to resolve that issue: It wasn't in 1959 or 1970 because 
our in-kind benefits were very, small and their proportion of total 
income transfers was very limited. 

But that obviously has changed dramatically over time. If you 
would look at nu; table -, on pap' J>, _I_ltil|iJc you can see why it is 
critical that we have a better unu ^rstarding of in-kind benefits and 
that we _begi_n to incorporate therri in bur statistics once we resolve 
alt of the knotty issues about how to value, measure and count 

If v^u look at the first column, it provides a measure in constant 
dollars. So we have got the inflation stripped out of the picture of 
wfcai.tto entire J^vemmenUil ^ in this country: to _p_n> 

vide transfer payment benefits to people: This table includes both 
the Federal dollars as well as the State-local dollars Tor medicaid, 
AFDC and the other main transfer parent programs^ You will 
>ee that in the period from 1959 to 1982 there was a massive in- 
constant dollars in the amount of support we made avail- 
able as a society. 

t J?" 1 ™ *7 n _ ^»UM>_ri 1 to $W2 billion, a fivefold increase in real 
terms, in total benefits of all kind, in-kind and cash, social insur- 
ance and means tested^ made available. Perhaps more dramatic in 
the second I column Js the means-tested benefits, _toth^ash arid [ in- 
kmd Twelve billion was available to the poor on a means tested 
basis. in 19.19. Jfe_19H2,_it was rieaFly 80 billion in the same constant 
purchasing power dollars: That is a sixfold increase in what our so- 
ciety decided to do over that two-decade period to meet the heeds of 
people in our society. 

Now, mv point, though, in bringing this out is. to have you look 
at Jhe mjadle rolumn, b^ause that L shows^ something f^ star- 
tling or dramatic about why this issue of how we count in-kind ben- 
efits is critical. If you will look in the third column, you will see 
that in_1939 the in-kind or noncash benefits in this country barely 
existed — $1..'* billion. The issue wasn't worth arguing about. It 
wasn't a significant phenomenon. It did not have any impact in im- 
proving the lot of the poor 

L9^2 we w^ arid 
food in-kind benefits billion in- the same constant dollar pur- 
chasing power. What I am saying, Mr. Chairman, and I Hope this 
committee sees the significance, is that in two and a half decades 
we increased liMI-fbicI the amount of support that, we are providing 
to people in other than checks and cash, in the form ot Ihe hous- 
ing, mt^dica I and nutrition assistance we provide. 

That M start liiig. _That , jsLdramatic^ That is the measure of State 
and Federal assistance for noncash programs, a 100-fold increase in 
* r ) years. The same is true of means-tested in-kind benefits alone. 
The third column is all transfer payments, including social insur- 
ance, so medicare is in there. But if you move id the fourth 
column, this is the means tested, those programs specifically de- 
signed and targeted to reduce poverty and meet the needs of the 
poor. Even there ybii will see that the amount of aid through the 
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in-kind mechanism has grown just massively, from_ SI billion ixi 
W3tf to $r*> billion in constant dollars of purchasing power in 198£ 

Now, this table indicates that it is critical that we include these 
dollars, this kind. of support, in mp^ut^-_ln my two col- 
umns, I have indicated the percentage of our total transfer pay- 
ment system t hit is provided ^y_tn-kind. benefits. And 2^£un_£bli 
can see" the change has been startling: In 1959; it was less than 2 
percent for all of the transfer payment system. By 1982, it was 30 
percent. ButJ^rhaps more significant and important are the fig- 
ures for the means-tested programs^ those that we target at citizens 
in this country in need. In 1#>9._90 J^rrerit was cash, and 10 per- 
cent was in kind In lt*S2, 72 percent was in-kind, and only 28 per- 
cent was cash. 

& l obviously^ if we want to have 4* measure, if we want to have a 
comprehension of the poverty problem and its extent, wehave to 
include in-kind benefits. Nw, there are pro^ in doing this, and 
you have heard a lot of expert witnesses about it. There too two 
divergent or differ* ht kind\ of j>roble^ 

with^ Oiw is underreporting: Because the. poverty statistics are 
based on the Census Bureau surveys, it is made very; clear by 
matching the results of those surveys yith what we know is going 
out of government budgets that a significant fraction of both cash 
and ih-kihd benefits is not reported and does not show up in the 
official surveys. 

This fact is indicated in my table _:i oh page T.jfeically what we 
conclude after analyzing the statistics is that about- 15 percent of 
social insurance ts net reported and not reflected in the Census 
Bureau data. T\at__is_&W billion that is missing in the jncome 
count. About 2t* percent of means-tested cash is hot reported. And 
for means-tested noncash or ih-kijld_benefit pj^raircs food, hous- 
ing, and so forth, a third is not reported and reflected in the statis- 
tics. __ 

So overall something like $<>2 billion worth of social insurance 
and means-tested transfer payments does hot show up in the 
Census Bureau statistics. Sortie 20 percent is not reported. On the 
other hand, there is a second and equally great problem. And that 
is, how do v>e value a subsidized housing Unit or a food stamp enti- 
tlement or medicare or medicaid eligibility. 

Throughout the remainder of my testimohv,_ we have Used 
market value.Ahd although there can be great debates about this, 
1 think the market value measure is the best one, the most practi- 
cal, b^ause what, we are attempting to underetand or ask is how 
much additional cash income would it take to purchase the same 
medical insurance protection, the same unit of Ls^ion JSJioUsing or 
the same amount of food that is purchased with food stamps. 

Now, some recipients may feel they are not gettihg_l^K)_c*nts , 
worth of benefit tor the dollar of value that it takes to purchase 
these in-kind benefits And that is a different issue, one of subjec- 
tive valuation. But if we were^p ask what would the proper statis- 
tic of income b> if we gave cash to purchase tb^v* things in the 
marketplace, then I think the market valuation approach is cw- 
rect - - - 

There is great debate about medicare specifically, And I think 
there is often confusion between the issue of the inefficiency of our 
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HM^j<i*J ™ rk ' «i:irM ; j gem-hilly and the value of the medicare enti- 
tlement; It is true that our medicare medical market genericallv ^ 
generally inefficient, that people probably do not get KM) cents 
worth of value. But that is true for everybody— the working, nbh- 
workirig. thoNe who pay for it themselves, those who receive gov- 
r*™?*"!.^ exists and that people 

want protection and some people do not have the income to fcixy 
'•pr' P^^e^'tjor,, th&r? is huk* doubt m my mind that the medicare 
ciuittement should be valued at its actuarial value. 

If people could buy more insurance protection or* their own for 
far less than the medicare value, it would be a good argument for 
his committee to convt- immediately and pass a voucher system 
that the elderly wiii. uive the cash in hand to get better 
health care protection ih keep some of it fc r other eses. You 
haven't done that. And iv\ ;uiven't made a strong argument in that 
direction because there is no evidence under the existing structure 
of the health care system that we can buy much more with the ddl- 
I:*r» th.it v*e are spending. 

Well: Mr Chairman, if you then take into account the expl^iye 
phenomenon that [ have just demonstrated, a 100-fold growth in in- 
kind benefus over the last *wo and a half decadeSj arid factor that 
into the official poverty count, 1 think we see a somewhat different 
picture. I have provided this picture in the table on page 8, table 4. 
The official poverty rate, the_share of citizens under the poverty 
line in l!*>li was la percent. But if we factor in all of the in-kind 
benefits, we believe the rate drops to 9.6 percent. Thatjs still top 
high. But it does indicate that despite a variety of problems we 
have had in this sotietj in recent times— too much inflation, too 
little economic growth, too much start-stop<hange in our economy, 
a transfer payment system that is large but does not meet all the 
needs— we are making steady progress in reducing the true rate of 



In when in-kind benefits did riot exist, the riieasured pover- 

ty rate measured the true poverty rate; it was±J percent: By 
when in-kind benefits were only a marginal phenomenon, $fi s bil- 
lion a year in constant purchasing power, the poverty j^ite was Ifi 
percent In despite all the problems and adverse develop- 
ments in. the economy, the poverty rate we believe was uttder JO 
perceiit. Thai indicates steady decline in the true extent of poverty 
over time. I am not suggesting that that is satisfactory. I am i sug- 
gesting it is t<K) high. But I am suggesting that we are marching 
forward as a society to reduce the degree of poverty if we measure 
it correctly. We have been doing so steadily over the last two arid a 
half decades. 

Now. Mr Chairman, I would like to turn to the first group of my 
four classes, lx»cause we have different results and different an- 
swers in each case, as I have tried in > suggest. Turning to page HI 
and the first group: the elderly; ! simply want to_reiterate here 
what I think is a rather startling and rather significant i hip rove- 
merit in the trend of poverty. If you look at this table, you will see 
thai the absolute number of the* elderly who are in poverty lias de- 
clined jjubsfentialiy over the last two decade*, from S.fl million to 
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ll. 7 mil I ion. \i the v**ry sarm^ time, the number of elderly in bur 
society doubled. As a result, the poverty rate among ihe elderly, 
even at the official money income count of the Census Bureau, has 
declined dramatically, as vou see Ln column 2, from 33 percent in 

to 14 t; in IU>2, " 

_ I AbloR this isjsigriifi^^ of 
poverty among the elderly was. far higher, nearly, double what it 
was A>r our society as a whole. The poverty rate in was 22 per- 
cent. The rate for the elderly subgroup was 35 percent. By 19^2^ we 
see .that the rate for the elderly was below the rate for the average 
and fo r the eri t i re population, arid t h i is is o hi y oji_ a cash basis . 

I will show you a more complete and better picture in just a 
moment. Now, in my view the major reason for this welcome im- 
provement is shown in column 3: We have seen oar social insur- 
ance system mature and grow into a fundamental major network 
or structure of support for our retired population. In constant dol- 
lars it only provided &*2 3 billion worth of support in J5^9 In con- 
stant dollars the cash swial insurance prmidetl ^21)5 3 billion in 
l!* s 2: But if yoa turn to page 11, I think the picture is even more 
dramatic than this first table would suggest because the first table 
is based just on cash income, whether it is from savings or earnings 
for a few; or social security for most. 

In this table— table *>— we factor in the additional benefits that 
are provided to the elderly population: Basically if we want to 
know what our government is doing in terms of reducing poverty 
among the elderly component of our population, thus table tells a 
heartening story. If we did not have the social insurance system in 
th is cou ri t ry_, .Vj ^rcen t , one oii t of every _t wo el derly people would 
be poor; But as a result of the social insurance system, both the 
rash >i<It\ MK-ial s. runty .arid medical side, medicare, the true rate 
of poverty among the elderly drops from half to 8 percent. That is 
what the social insurance system does lb eradicate poverty among 
our elderly and retired population. 

Then if we add in the supplementary support that comes from 
rriearis- tinted cash benefits, mainly SSI,_the rate drops to Per- 
cent of the elderly who are poor, Jf we then further factor in some 
additional benefits that accrue through subsidized housing units, 
medicaid benefits in addition to medicare, and the various nutri- 
tion programs, we can see that the rate is 3.7 percent. 

Now, to pfiit this perhaps more tangibly into perspective let me 
just say, without our transfer rayment system there would be 13 * 
million poor people in elderly families in this country. Over half of 
all the elderly. With the entire transfer payment system, social in- 
surance plus the means-tested supplements, there are only about 
!NXM.wjo __T.h?_?_ In.di^A^^H^JL-'-t! this area of our society and in terms 
of this component of the problem, we have a system that is work- 
ing, the government role is predominant. And it is important that 
we m^jke sure that, over time, we as members of the administra- 
tion &ml as .Members of Congress manage thin social Insurance 
system in w n#ay that it remains solvent so that the kind of dramau 
ic improvement that you see in thi? table, mainly as a result of 
that system, can be guaranteed for the future, 




^ t _ i ^"- _I_?Jt!Lin^_ ^?"^y?**Jt__^^*y Vu lwk at this issue of the impact of 

our governmental programs, oar transfer payment system, on the 
*|dt*rlv ! M_npt merely to ri^ a head count, but also to look at 
what we. call the poverty gap: The poverty gap is simply a measure 
of the additional dollars that would be needed to bring every single 
elderly person up to at least the poverty line tJ*r«ho!d^ 

IF you look at table 7, I think you see eveti more dramatically the 
same story that 1 have just Jried to tell in Jerms of numbers. If we 
did not Have this transfer payment system, Jwth the social insur- 
ance _*ide and meahMested side, half of the elderly would be poor, 
and they would be short by $44 billion what they Would need even 
to come to a minimal poverty level living standard, apoverty line 
living standard for each person in the elderly cchdrt of our popula- 
tion 

!* ai J*^ a result of the social i^urarice system, thai deficiencv or 
gap; that deficit of $44 billion, dramatically declines to $3 bilfion. 
That isi all the additional assistance that after social in- 

surance to bring everybody up to at leas\ the poverty line. When 
we add in then /she means-tested cash benefits, SSI, the gap is re- 
duced further tv> S1.9 billion. Arid I wheh we add jn finally the in- 
kind benefits, the gap declines to only a little over a billion dollars. 
What that tells you then, if I can sum .it all up, is that we are a $3 
trillion society, and basically as a result of what we have evolved 
over 'Mi years or _4H years is a system that leaves only a small frac- 
tion of the elderly in true poverty arid that misses eradicating or 
eliminating the problem, at least statistically, by only a very small 
ariio u ri t o f money rel at iye to the size of pu r_ system . 

So my conclusion; Mr: Chairman, is that social insurance is the 
critical or important thing to worry about in terms of this compo- 
nent of poverty, that the supplements we provide iri i^aris-tested 
benefits are important; and thiat, together, they fundamentally 
transform the nature of bur society arid extent cf poverty among 
the elderly. 

__Nqw v Ijvbuld jjke to turn now to the remaining three groups in 
the poverty population. Again, I think we will see some fairly in- 
teresting, arid I think important* insights as a result of some of this 
information we have pulled together. For the nonejderly, we have a 
complex picture but, I think, some very clear hints as to what 
oU 6_^ 1 .to J^dping to reduce its ma^itude arid_exterit. If ypii 
would turn with me to page 14 of the testimony and table 8. The 
first ...table, focuses bri my_secbnd group, which is female-headed 
households who are in the poverty group in our society. 

Now what you see there is a very depressing story on every 
count The number of pawr in this category has increased from 5 
million toll million over the 1959-82 period. The share of the pov- 
^riS_.^P^j.^!.on, .excluding __thc LeWerl£,_a^Unt(^ Jor by female- 
headed households has increased dramatically from a seventh to 
ftore thiiri a thirty]? _j*iwnt. _And perhaps most depressingly, the 
poverty rate among this component of our popujatien has basically 
not changed in 25 years. It was about 45 jperceht in 11159. There 
have been little ups and downs asjyou look at the numbers over the 
years. However, in 1982 it was 42 percent. 

No^^ t h is is /dospite t he _growth_ dun ng_ this Jamc _ptT_i_bd_pf time 
in our means-tested benefit system, which as members of this com- 
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mittee well know, is driven by *he AFDC household type—the 
female-headed household type—because that is the entry program. 
If ydu are in AFDC, you are automatically eligible for medicaid 
and probably receive other benefits. So despite the fact that over 
that 24-year ^ j^ri<xi_the sum total of bwefits , ^cash an^ iti Und, 
grew from $12 billion to $86 billion, the incidence of poverty among 
this component cf our p^ulation didn't charge, > 
number doubled, and the rate or share of our total poverty problem 
or .magnitude increased enormously.. 

Now, later I am going to _pfesent ^some statistics which suggest 
that in this second group there are really two subgroups. And that 
the policy answer, what_ we should do_af a &wernm^U chffere 
the two groups. It would appear as a iresujiJt of ihis new analysis of 
longitudinal data that some si^ifiqiht share of feihal^headed pppf 
households or AFDC poor households are only temporarily on the 
svstem and dependent on benefits for a year or two, Now, it is clear 
that in that group or that <a 

itv of jobs, the availability of opportunity is the critical policy vari- 
able. . " 

On the other hand, it is also clear that over time nearly_halfof 
AFBC is accounted foir by households which are more or lessj>er- 
manently on the rolls, that according to these date they had been 
or would be in the program for more than 10 years. Here it would 
appear to me that we fiave a twofold 

they need more income: TTia^ is^ why they_are below ^he poverty 
line. I would surest that one thing we heed I to do is make sure 
that the fathers *ho jire out there are contributing more, both in 
terms of support payments and also in terms of what their medical 
insurance could provide if they were required to cover their chil- 
dren. 

Second, since one half of the AFDC population is lon^ lem, 8 
years or more, we have to raise some serious questions about 
whether or not we could better structure the incentive system to 
encourage greater movement off the roiis, such as the movement 
we see in that other part of the AFDC population thai is only on 
the system, tem^rafily. _I wilj get to more of that in a nwment, but 
if you would look now at table d which deals with my third group. 
This group both demc^aphi_call£ and cwnbrnically and in terms of 
policy differs still again relative to the first two: _ 

This^ thirxi group is single individuals under 25. You can stc ]n 
terrhg^f numbers that is mainly a demographic phenomeno x The 
incidence of poverty among this group has gone down relative to 
1959, but if you look at the_UbIejpou can see that really oyer the 
last decade and a half it has been about a thirdL Now, what does 
this mean and what do we do about jt? | don't thiiifc anybody has 
the answers^ but it would appear to me that, in part, this is a life 
cycle phenomenon. _ ___ _ 

People leave the household of their parents. They are in the 
lu^ur force at a low earnings level or sporadically ^employed as a 
result of problems in our economy or inadequate skill training, or 
all the other issues that you could mention And as a result, a third 
of this age group tends to be in the ^ 

But we have some census data that suggest that they don't stay in 
the poverty population; that as they become older, as they develop 
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a skiH: as they become family heads, their income rises arid their 
incidence of poverty dr6j» dramatically. 

\ vv °uld ^i\e you one example of this phenomenon. We looked at 
a cohort from the 11*70 census of this age group, those under age 2T> 
iiviriu out>nile the parents' household. Twenty-three percent of 
I hem were poor Bv VM 't. after fi years when al l of them obviously 
were r» \t-ars older, and most of them were no longer in this age 
group, the poverty incidence had declined to 10 percent. So merely 
the pa:- ige of 1 years had caused the poverty incidence to declihe^ 
rather *amatically Mow what does this suggest for policy? It sug- 
gests to ^ie that there is probably some frictional level of poverty 
that i> going to. occur as. people, enter our society as adults. But 
there are probably two things that we can do to reduce its inci- 
dence and us extent. 

No 1; if \w have. an evenly performing growing economy, obvi- 
ously it is xoinx to be easier for these people to attach themselves 
to the labor force and to move out, on this life cycle basis, of the 
jNiverty l*-vel or count ;is I have indicated: Seconds obviously as we 
l'*^^ our vario^ arid manpower training systems, it is 

clear that to the extent that we improve them arid thereby help 
people* to enter the mainstream of the labor force faster, the level 
and incidt na- of poverty for this group wilj fall. 

! think that what we have done in the job training program 
through the major reforms of the last 2 years should begin to bear 
fruit in terms of solving this problem, as will economic growth. 

Now, if you look at niv final group on the next page, table 10. 
This group consists of the working age population of this country 
that is poor and between 23 and ifcl years of age. For this group, 
you see that the number has gone down from l!*a<j, but there has 
^_TP.. r ^^r^ r ^^_ n ". ^V^ r *|npe U*~«* when the strong economy of the 
Mxties turned into the inflationary, nongrowing, volatile economy 
of thr late seventies and early eighties. While the poverty rate has 
gone down from the ll*a0"s level of 10 percent, obviously that 10.4 
percent in VJ^'d is way too high and worrisomely ^above what it 
reached at the peak of our economic expansion in VMH._ 

Chairman Ras(;ki,: Mr, Stockman, could we pause for a minute 
to take a look at our time because I know yo»u have a time schedule 
that J ou have to keep. 

Air Stotkmxn: Well, Mr: Chairman, I would be willing to spend 
a little mere time if you would be willing to give me a few minutes 
to Ret the rest of this in. 1 have covered most of it. 

Chairman Ran<;ki.. You can go as long. as you want because we 
are prepared to stay here. I just was trying to accommodate you. 

Mr; Stockman: LetYwork on that basis, Mr. Chairman. 

Chairman RaN(;ki.. Very good. 

_ St*h^ is fairly evident just from 

looking at these statistics, both -in terms of numbers and incidence, 
that economic growth and performance is critical because this is 
the age group capable of working. These* are hot frmaje-headed 
households with dependent children; And it is clear that since 
1 ••Tf.it ve been moving backwards. Now, I think there are two 
reasons for this One. I will call the trend growth of the economy, 
and the second F will call the cyclical performance of the economy. 
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$"°LM ^t atjjd^i* II.JJ Hint vbu see rather drai^Uc eiidehce 
that the single most important thing we can Ao to reduce poverty 
among this category, and this group accounts for half of the poor in 
our country, is to make sure that, over time, our economy grows 
steadily at the strongest possible ' rate. 
Chairman Ranuel. That :Js table 11, hot page II. _ 
Mr Sn**KMAV Excuse me. Table H;_page 16. I have divided die 
fast years into three J*eriqd# here. You can see that from the 
period l&ptt to j9t# we had very strong economic growth, 3 percent 
a year per capita real G.NPijrowth. During that period, the rate of 
poverty for all the nonejderly declined 0 percent a\year but for the 
rionelderly. nbn-Femaie-headed share of the poverty population it 
declined more : dramatically, over ft percent a year. TTfeh, in 1966' to 
VJl'A; we continued to have economic growth, although Jess robust, 
of 2 HJ percent per year. The rate of decline in poverty slowed down 
and flowed down especially for the nonelderly, non-female-headed 
households. It declined from over 8 percent to less than f> percent- 
Then, from 197fJ to i 19^2, when real economic growth j*r_capita 
was less than 1 percent, the rate of poverty reversed itself and in- 
creased at \ J^rcent a ^year bveraU for the nbhelderly_ but 5 ^rcent 
a year for the working age ^roup, 25 to 65, when female-headed 
households are excluded. So I think it is very clear from this table 
that if we can grow the economy in the eighties— now that we have 
the inflation behind us and we have gone through the adjustment 
of this recession— at t he rate t hat it grew in the sixties that the 
elevated level in incidence of poverty that we have in this fourth 
group at the present time can and will dramatically decline btF 
cause* hisiorv prov ides ample evidence that that Jhas occurred. 

But equally important, we must have steady economic expansion. 
! l h[nk t hat is shown on Jp^££__l 7 at_ ^bl^ 12 be® use what I have 
tried to do here is indicate what happens when we gb_ through one 
of these start_^tbp_ spells L bbpm and bust, in terms of the poverty 
incidence among this fourth component. 

What you will see is that in the 1973 to 1975 recession, the 1979 
to 19*0 recession nnd the 1981 to 1982 recession, there were dra- 
matic changes in the increases in the number of poor in this cate- 
gory of noneldj?rj£,_n_OT was an IS 

percent a year increase in the poverty incidence in the first reces- 
sion, and numbers jiearly that high iri_the second and third. 
- Now, if the economy is backing and filling every 3 or 4 years 
from boom to recession, we are simply fighting a hopeless battle, in 
my view L in trying to reduce poverty among the working age popu- 
lation because all the gains that we make tend to be wiped out, as 
pt'opje are unemployed, their incomes drop, and their circum- 
stances deteriorate. So this; it seems to me, demonstrates better 
than anything else that in terms i of _pubUc_ policy, keeping this 
economy on an even keel, expanding at a strong but even rate; is 
as important as the trend rate of growth itself. 

Now/, Mr Chairman, there is an additional point that I would 
make vrgardihg this group oT the poor. Even though it is clear from 
this evidence that for the non-ferna^ group of 

the poor; economic growth is critical, it is nonetheless true that our 
t ransfer pay merit pro-ams _a_re_ jmpprtarit, a) beit jR^ridary, as 
well; And one of the problems that I think we have most critically, 




22> 



arid perhaps paramount here, is that our system somehow is not 
very well targeted to putting the dollars where they are needed. If 
you look at table Vh you will see a pretty dramatic evidence of this: 

J!" you Kick at the line what thai says is that if sothebody 

handed out billion in 1 t*S I to those who were_officialIy below 
rht- poverty lint- as. measured by otfiisus^ all poverty would disa p- 
pear; every urie would be brought up to the poverty liiR? with _S5H 
billion Well; as it turn* out, in jltsj wi> actually spent $81 billion 
in i.mVans-te>ted transfer payment programs from AFDO to section 
s housing, trying to do that. Arid after we had made all of those 
U-nt'tlts available through a variety ot different programs, the 
income deficiency^ the amount headed to bring everyone up to the 
poverty lint*, i* >till billiorv 

In other words; to restate and drive this point home, i>efore $1 of 
Internment welfare benefits of any kintL we needed .$50 billion id 
eradicate poverty, at lea>t jiLthe statistical ^tb^.^e_went_ah^d 
.iVid >peht £\j billion through more than a dozen major programs, 
and we >till had a lot of poor people left, and we still had income 
iietu'ieriv'V in terms of imoving eve r\ one up to at least the poverty 
line of billion 

Now. in jUrt this is due to the lack of Oiordiriatjbri arid the enor- 
mous overlap that we have in oar means-tested transfer payment 
>v>tem as a result of various efforts over the years to focus om one 
kind or aspect of the problem or a hot her as forces mbye^ on the 
i'an press: I think you can see some evidence »*f this in my table 14, 
because since every committee has been involved in the action of 
tr >i n £ [to >reduce the .poverty jgap, we have crea ited _M__^hj.djfler_- 
ent programs that in some cases we argue that in 1B81 we were 
providing too much arid in other cases too littie, 

Now. if you look in i_ IJMES, there were about 8.7 million people who 
were receiving one or more means-tested beoefit. That is the undu- 
plicated count of people who received at least brie kind of benefit 
AFIk\ medicaid, food stamps or whatever. The^ total number of 
people enrolled in all of our means-tesited programs in 196,1 was 9.5 
romipn, __ w hic;b means that we had an average pf_ . I l program or 
benefitper undu plicated participant. But now looLat and I 

think this is rather dramatic, By 1980, there were 115 million difTer- 
ent i ridivjduals eh rolled in at jeast one of our J^r^rams^ If ^'ou add 
up the enrollment number for all of our programs, there were 111 
million participants. And that means that bri the average, people 
were participating in more than three programs. Some six, some 
seven; some one. 

It is this sort of arbitrariness of part icipat ion that _IeavM_|ome 
people short because they are only getting one benefit, and others 
probably getting too much because they have combined a whole 

l^c^ge^*U^^ 

since; f<*xi stamps and otHer benefits. I bring this up here because 
<#ye ~<% the things that we\have e^KfcSa^wed. to <fc in the.f^ftrins 
that we made in jlis j, which were approved by this* committee is to 
put a cap on eligibility at a gross* income level so that we can 
better target the money that we are making available, which is 
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hug*. to_the point where it is needed to fill in the shortfail that 
otherwise exists. 

Now. I would suggest that, despite some oT the criticisms that 
have been made there is now evidence that we caii succeed. I know 
some members of this committee have been critical of the 1981 ree- 
onx'Ukitinn refmm*. 1 ^ouki suggest that if you look at table 15, on 
page 21, you see that we hav^ done what we said we would knd 
that in terms of getting dollars to people who are below- the pover- 
ty line; we were doing more after the changes then we were before. 
The simple way to read this table is to look at 1981. that is preree 
conciliation reform. Total benefits reported by poverty families 
below the poverty line were $5(1 billion. 

If we analyze the statistics we see that actually, only $25 billion 
of this total helped ! to move people at least up to the poverty line 
or part w-ay there. So in a sense, -19 cents on every dollar was actu- 
ally moving people from some point below poverty up toward the 
poverty f ine in terms of those receiving means-tested benefits. Now 
i! you look at _l!fc*2; after the reforms, ^you see that we actually 
sjx-nt slightly less in constant dollars. This is what some of you 
have criticized; 

We spent $4tU billion rather than $49,8 billion. However, in 
terms of the amount of dollars that actually went to people below 
the poverty line and helped to move them* Up^ nearly §27 billion 
went to those people below the poverty Hue: This figure compares 
to J?21*l in__l*Wl_._ Jn__qlherL wprds, in 1982 54 cents oh every dollar 
went to those below the poverty line tqjielj) improve their living 
standard and move them closer to a minimal basic standard of 
living. And so I believe that as the numbers come in for 1983 and 
and as these reforms are tailored, this trend will continue. 
Slight I v fewer dollars in the total payment system for means-tesied 
benefits— not radically fewer but sUghJy fewer, 4 or 5 percent. Bunt 
more dollars in real terms going to those who are below the povef* 
*>' !j ne an d_haw the highest claim oh support. 

Now, J would like for my concluding point to turn to page 27 of 
my testimony, which brings in the final issue that I believe is of 
critical significance. _IJteHeve_that the numbers we are providing 
here are hew. They are the results of a longitudinal survey of the 
poverty population that has been underway since 1970, more than 
a divide: The authors are Bane and EMwood. 

What this table— table 17— shows rather dramatically, and this 
table only ^ is that the performance of our 

economy is critical both for the female-headed households but even 
more so for those in the last group, those 25 to 65, labor force age, 
that I have mentioned before. What these data show is the reasons 
why people becomr poor when they enter poverty. 

As you can see from this table, the obvious cause is that when 
€»arnings drop, people lose their job or for some other reason their 
earnmgs decline, that is the cause of .58 percent of all incidences of 
poverty or entry into poverty in this long, comprehensive, over 
time study of what causes people to he poor. However, for that 50 
percent of our population, the male-headed households or individ* 
uals over 25 who are nonelderly and pooi\ 75 percent of all spells of 
poverty result from a decrease in earnings: That has to indicate 
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that real economic growth, real job opportunities are tHe heart of 
the matter here, ... __ 

If you look at the second line, I think this provides evidence of 
my thesis about the poor under age 25, the lire cycle thesis Nearly 
Hi" percent of poverty results from young people leaving the home, 
then < :, ey are temporarily poor, but. over time their income. im- 
proves aiid they are ho longer poor. Obviously another important 
contributor was the increase in the formation of female-headed 
households. That accounts for half of poverty in that group, and 11 
percent of the incidence or entry into poverty overall. 

the question then is if we know how people get inlo poverty in 
the first instance, what causes them to _exjt_ or .leave.. T 
think, provides even more dramatic and critical evidence . JSighty 
percent of all spells or incidence of poverty terminate, people move 
above the poverty line when their earnings increase. They get a 
better job, or they get a job in the first instance, or another 
member of the family enters the work force. This is highly impor- 
tant for female-headed households: Fifty-six percent end their 
spells of poverty that way. But it is overwhelmingly true for male- 
Headed household, \) out of 10. 

Now, this .suggests that economic growth is important. However, 
I think it also allows us to focus on one final aspect of poverty, 
which is provided in table 18: And that is that the norielderly poor 
population consists really of two distinct subgroups: Those who are 
persistently j)(>(>r or permanently {war, and those who are only tem- 
porarilv poor, poor for a vear or two or three — transiently poor I 
can use that term. What we find is that of all those who become 
poor at any time during this 10-year period, 41 percent were only 
poor Tor 1 year or less. And only a small fraction, 15 percent, were 
permanently poor as a result of entering the povertyranks. But on 
the other hand, if you look at the second line, you see that 54 per- 
cent of poverty is accounted for by people who are permanently 
poor, at least as measured by this first-of-a-kihd longitudinal over 
time survev. _ _ _ 

Now this suggests that for that group, Government programs- 
how they are structured, whether or not the^are ^ adequate—- is the 
critical variable. So even among the nonelderly we have a compli- 
cated picture. Economic growth will clearly help the half who are 
only temporarily poor and the half who are over 25 and in. male- 
headed households or who are nonelderly unrelated individuals. 
Better Government programs* better targeting, more adequate in- 
centive systems in our means-tested programs, I believe, can reduce 
the number who are either permanently, oppr or who are among 
the female-headed households— the part of the population that ac- 
counts for one-half of poverty over time. The other table that J 
have in the presentation simply duplicates the same results and 
conclusions by looking at AFDG households only. But the story 
there is the same as well. To help the pedpje who Recount for most 
AFDC participation, we havejo focus on improving our programs. 

The other half seem to be temporary andthey need tp Mve 
better : economic opportunities in order to reduce the incidence and 
reduce the length of time which they are poor. 

Well. Mr. Chairman, I know that there is a lot of information 
here However, 1 believe that by disaggregating this issue called 



t_he milliori poor in thin way, we can understand that in some 
cases, Government progams are jrritjcaj. hi other areas, among 
other groups, economic growth is paramount. IF we r n start to di- 
agnose and break down the problem, and maybe ovv "ome some or 
this sterile debate that we have on ideological gi\>_unds, we can 
better understand where we need to act in terms of Government 
policy to make the maximum gains in reducing all categories of 
poverty over time. 
Thank you. 

[The prepared statement To] lows:] 

Kkviskd Statkmknt oe JIon: David A; Stotkman, Dirkctor. Ofkke of 
Management and BI'dgpt 

7* »'A y ■ f »r tM? opportunity to appear before your 
'J y ; * ».»*r r. r:> 4 jy to discuss the issue of poverty in America, 
j .vvry i- 3 sihject about which no one in our country can fail 
* • •• »-i i. it. is, however, too little understood and 

" ; - '• • i^i-'-i i-1 your decision to hold these hearings and 

k - {Vii will q*.-t th> attention fron the press and public 

* k ,t • * v ■ ■ rvo; 

7*.* :• i". • i"v debate about the issue of poverty is 

,;r r r fc ;^,> • -• 1 .■ r^iij^i with sweeping ideological propositions and 

e- !>«■ r : : j I j t ion of the aggregate poverty count anc3 trend 

i ''■ : * %A , by the Cenr.ur, Bureau — to the detriment of both 
- tt r ~f th«» problem and progress on its solution. 
S^e advocates contend that insufficient economic growth is the 

?oi«» source of the poverty problem while others insist with equal 
vehemence that income transfer program reductions have *jde the 
problem far worse. Likewise the aggregate statistics which tell 
us that 3 4 million citjiehs — 15% of the total popu'ation ~ 
were c *Ibw the official poverty line in 1982 have been analyzed* 
decomposed, recor.f ig nv6 and projected in so many different ways 
■as to support every imaginable policy conclusion. 

So l»t me sj^q^ct today a number of propositions that I hope will 
help transcend these incessant debating points and lead us to a 
better diiHno:; is of the problem and the mult iple paths to 
rerr«ed ; it i^r. of the poverty that exists in our Nation todays 

!• The poor— a re— n o tr^— ho m og e ne ous croup of our citizenry 
whose betterment depends exclusively upon more economic 
growth on the one hand, or more government programs bh 
the other. Th<>< e are distinct sub-groups whose 
conditio? ri**'JIts from different causes and must he 
remedied wi*>; different solutions* 

2 . The official poverty count based on money income 

siib_^t ant ialty overstates the rate of poverty because it 
ignores $107 billion in in-kind med ical, hous ihg # fdb<2 
and other aid that tangibly raises the living standard 
of many low income families- 
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3. The game ^poor people are not always with us even 
thou g h t he sa me n umbers se em t o b e . The decree of 
temporary poverty is greater than commonly believed 
meaning that the average number of 30 million poor 
people for the last 23 years has consisted of 
substantially different people every year. 

4. The long- term trends and compos It ion of the poverty 
population tell a significant but complex story . 
Poverty rates among the elderly have been drastically 
reduced due to the growth of our viit social insurance 
system. Poverty rates among female-headed households 
have not changed since 1959 despite a massive expansion 
of means-tested welfare; poverty rates for young people 
under age 25 living on their own have fallen despite the 
rise of the youth unemployment rate and the near total 
absence of large sc».te government programs to assist 
them; and poverty among the working age population 
(25-65), excluding those in female-headed families* has 
declined markedly but remains far too high* 

5 . Economic grovth since 1970 has been too Sporadic and 
weak t o help those sub-groups Of the poor who can 
benefit most from it snd the, vast expansion of transfer 
payments has been too scattershot and ill-targeted to 
reduce poverty— amo«ig o^er sub-groups who have ^the 
stronge st c laims o n th e taxpay e rs* sup port , 

1 1 . Compos it ion of t ?66 r 

t have suggested that different kinds of poverty require 
different approaches to policy. While no categorization scheme 
is perfect, let me suggest that the official poor car. b« divided 
into four mutually exclusive groupsr persons in households headed 

by 

o the elderly, 

o single females with a dependent. 
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o other adults age 25 to 64, and 

o young people age 16 to 24 "young singles. " 



TABLE 1 



POVERTY 


GROUPS AND 


POLICY APPROACHES 
















Elderly 


Female* 
Headed 


Young 
Singles 


Other 
Adults 


Compos _i t ion of 
PovefYy:— 1 9 §-2 










Number _6f -Poor People 


3,751 


11,286 


1*349 


18,012 




L4.6I 


42.11 


32.01 


10.41 


Share of the Poor... 


10.9% 


32.81 


3.91 


52.31 


Pol ley Relevance 












ir relevant 


significant 


significant 


critical 


Social Insurance. . . . 


crlt ical 


limited 


irrelevant 


irrelevant 


Meann-Tested 












secondary 


critical 


minima 1 


secondary 



F<M pAch of the groups, the available policy approaches have 
different effects. For instance, for U.e 5.7 *iiiion elderly 
poor in 1982, economic growth is largely irrelevant since few of 
the elderly ha'tfe any attachment tc the workforce. For li million 
poor people in female-headed families, the means-tested welfare 
system is of critical importance. While it provides the 
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assistance necessary for the poor to maintain an adequate 
standard of living, its structure is also imbedded with adverse 
incentives that may impede labor fo&ce attachment and promote 
dependency. 

III. The Po ve rty Count: the- In - K i n d fonj f j ^ ^s*w 

Much has been made of the fact that the official poverty rate in 
1982 was the same as it was in the mid-1960s. To some people, 
this fact reflects the failure of social welfare policies. To 
others; it implies a shredding of the social safety net. In 
large degree, however, it reflects problems in the way we measure 
poverty . 

In deriving the official poverty counts, the value of noncash 
assistance such as Food Stamps, housing subsidies, and medical 
care is not included as income. Yet, these benefits do raise the 
recipient families" real income and, hence, their standard of 
living. That is the very purpose of these programs. The total 
exclusion of any value of noncash assistance when measuring the 
incidence of poverty is a key reason why measured poverty has hot 
declined during the last decade. 



Table 2 illustrates how the importance of noncash assistance in 
our means-tested transfer system has increased over time. In 
1959, only id. 5 percent of means-tested transfer payments were in 
the form of noncash assistance. Most of this aid was acute 
health care for the indigent elderly and food under the commodity 
distribution program. By 1973, as noncash assistance expanded 
under the Medicaid program, the Food Stamp and Child Nutrition 
programs, and the several Sousing assistance programs, over 




235 



brie-half of all means-tested assistance was provided in the form 
of noncash benefits: Iri 1982» more than 70 out of every 100 
dollars in means-tested assistance was noncash, when Medicare is 
included; total outlays in the form of noncash assistance reached 
$107 billion. 

TABLE 2 



TRANSFER PAYMENTS 
(billions of 1982 dollars) 



Noncash as a 





Total 


Noncash 


-Percent b 








Me arid- 
Tested 
Only 












... All_ 
Transfers 


_ All. 
Transfers 


Means- 
Tested 
Orilv 


- All- 
Trarisfers 


Means- 
Tested 

OriXy 


1959 


S 73.2 


$12.6 


$ 1.3 


$ 1.3 


1.81 


10.5% 


1966 


113.0 


20.2 


6.8 


6.6 


6.1 


35.8 


1973 


220.8 


52.3 


50.0 


29.3 


21.7 


56.0 


1982 


362.3 


78.8 


106.9 


56.4 


29,5 


71.6 



The failure to count such a large expenditure of noncash assistance, 
not only causes a direct overstatement of poverty, but also may 
contribute *.o increases in measured poverty. If noncash programs 
contain any work d is intent* ve, t^en they can only set to increase 
measured poverty. In light of these implications* it is hardly 
surprising that in 1982 measured p-~ *erty was higher than it was at th? 
outset of the War on Poverty. 

Why have in-kind benefits not been counted as income for the purposes 
of computing poverty? The method for determining the incidence of 
poverty pre-dates the existence of most in-kind transfer programs. 
Moreover, during the entire decade of the 1970s* data necessary to 
count in-kind benefits in determining a family's income weft riot 
avai lable. 
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Data are how available, but they are of uncertain Quality. The 
household survey used to compute the eictent of poverty relies bri 
voluntary responses by one household lumber; Comparisons between the 
survey response* and actual program data on recipients aha benefits 
reveals a significant amount of underreporting in the household 
suivey. Some measures of the underreporting ir 1982 are provided in 
Table 3. 



r 



UNDERREPORTING OF BENEFITS 



Program 

Social Insurance 

Mpan«;-T»>ftp.i Cash.... 

Means-Teste-I Noncash. 
TOtal of Above....... 

Total Means-Tested; . ; 



Percent.of Benefits 
Not Reported 



15* 

26 
36 



19 

33 



Estimated Benefits 

Not Reported in 
1982 (in billions) 

$38 

6 



62 
24 



In addition, even if all benefits were accurately reported, there 
would still be a question of how to valu* the in-kind benefits. 
This issue has been the subject of an extensive amount of 
research and has been addressed in some detail by other 
witnesses. 
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In the calculations that follow, noncash benefits received by 
families have been assigned their market value for illustrative 
purposes. Using this broader approach to income* X havo 
recomputed the poverty rates for 1981 and 1982. Table 4 reports 
the results of these calculations. 



TABLE 4 






IMPACT OF NONCASH ASSISTANCE ON 


POVtRtY RATES 
















Official Poverty 


Adjusted for Noncash 




Rates 


Assistance 




......... 14;0% 


8.5% 






9.6% 



The lesson to be drawn from Table 4 is clear. Substantial 
progress has been made during the last 23 years in reducing 
poverty. Contrary to press reports last July at the time the 
official poverty statistic was released, poverty Is hot nearly as 
extensive as it was at the outset of the War oh Poverty. It is 
15 percent in 1982 only when the $107 billion in noncash 
assistance provided during tht year is valueless. When reported 
noncash assistance is counted as income, the rate is reduced to 
9.6 percent, were the $24 billion in unreported means-tested 
benefits included in the calculation, the poverty rate would be 
even lower. 
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IV. E-coTrom-ic S t atus of the Elderly 

Over the past fifty years, the Nation has developed a vast social 
contract that has allowed older Americans to le*ve the work force 
voluntarily in ever increasing numbers* The Social Security 
system has matured, real increases in replacement rates were 
legislated over the 1968-1973 period, and post-retirement 
benefits were indexed for inflation. White the private pension 
system is not yet as mature as the Social Security System, 
effects of its encouragement by the government, onions, and 
industry are beginning to become noticeable, along with the 
results of government incentives for private homeownersh ip. 
Several studies have demonstrated that the elderly have the same 
general economic well-being as the non-elderly, and, according to 
some measures, possibly better. Not surprisingly, as illustrated 
in Table 5, the poverty rate among the elderly has fallen a 
dramatic 60 percent since 1959 and in 1982 even dropped below the 

rate for the non-elderly. 
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fCf \i :'5fP TABLE S 



TRENDS IN CASH TRANSFERS AN! 




\G THE ELDERLY 




(per sons in thousands and 


1982 dollars 


in billions) 


Ye*f 


NuTTiber of 
Elderly Poor 


Poverty 
Rate 


Cash 

Social Insurance 


1959 


5,481 


35.2% 


$ 39.1 


1966 


5,114 


28.5 


73.5 


1973 


3,354 


16.3 


129.7 


1982 


3,751 


14.6 


194.6 



While it is difficult to make precise statements about the impact 
of direct assistance in reducing poverty during the 1960s and 
early 1970s, it was during this period that the Social Security 
system Began to reach full maturation. A more complete picture 
of the profouna impact of social insurance and other assistance 

programs on elderly poverty is described in Table 6. This table 
examines the impact of social insurance, means-tested cash 
assistance and means-tested noncash assistance on the elderly 
poverty rate in 1982. 
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TABLE j 







IMPACT OF TRANSFER PAYMENTS ON POVERTY 


AMONG ELDERLY 








Poverty rate after transfer payment: 












6 Means-tested in-kind benefits 





!Wote r.orial insurance the poverty rate was 55.1 percent — 
about the same as it was in 1967 (55.9 percent) . Social 
insurance payments, principally retirement benefits, reduce this 
rate by 86 percent or 47.2 percentage points. Means-tested cash 
benefits {SSI) reduce it by another four percent of the original 
level and means-tested in-kind benefits by another three percent. 
From this viewpoint, government benefits move out of poverty 93 
percent of the elderly who would otherwise be poor. 

Table 7 illustrates the same point using the reduction in the 
poverty gap as its measure. It compares the poverty gaps for the 
elderly with the benefits reported in the CPS before and after 
transfer payments In 1982. The poverty gap before social 
insurance is $44.1 billion. Ninety-three percent of this gap is 
eliminated by social insurance. Another four percent of the gap 
is eliminated by means-tested benefits. A total of 97 percent of 
the pre-transfer poverty gap of the elderly is filled by 
ni river nmeht benefits. 
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TABLE 7 



TMPACT OF TRANS FEB PAYMEN 


f- ON- ELDERLY POVERTY GAP IN 1982 


(bill ions) 



Poverty gap before transfer payments............ $44.1 

Poverty gap after transfer payments: 

Social Insurance. ............................ . 3.0 

Means-tested cash benefits • 1.9 

Means-tested in-kind benefits 1-4 

Reported transfer payment amounts: 

Social Insurance 160.2 

Means-tested cash benefits 2,9 

Means-tested in-kind benefits................. 6 .5 

Total reported benefits.................... 169.6 



As both of the above tables clearly indicate, the network of 
social transfer programs benefiting the elderly has profoundly 
reduced the incidence of poverty among the elderly. 



As a result of the recent actions by the Administration and 
Congress, the transfer programs for the eiderly will continue to 
serve as a rujor tool for alleviating poverty among the elderly. 
The Social Securi* system has been placed on a sound financial 
footing. SSI bent . its for those suffering financial hardship 
^.ave been raised and eligibility has been expanded. These 
reforms, combined With the maturation of the private pension 
system and increased sa ngs due to enacted tax reforms, will 
ensure Contir.je^ improvement s in the «?conot«ic well-bein9 of the 
*Ider ly. 
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V . D i ve rg e nt Poverty Trends Among .th e Non - Eld e rly Po p ula t i on 

The last 23 years have seen significant changes in the 
non-elderly poverty population. Tables I, 9, and 10 provide 
historic:! data oh the tht^e non-elderly groups. Note that: 

o The large growth in the shire of poverty accounted for 
by people in female-headed families does not result fro* 
an increase in their incidence of poverty bot from the 
sheer increase in their numbers. 

o Ir contrast, the young single and other adults groups 
hive experienced significant reductions in their poverty 
rates. Virtually all of these reductions, however, 
occurred by 1973. 

6 for young singles, there Were further redact ion* in the 
incidence of poverty after 1973 despite the strong 
s^cQlar opward trend in th«ir unemployment rate. 

o For all groups, but in particular the other adults 

qr- ; ;p, there has been a considerable erosion of progress 
against poverty during the 1980s. 
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TABLETS 

POVERTY TRENDS AMONG PERSONS IN fEMALE-HEADED FAMILIES 
(percents and thousands of persons) 



Persons., in _ Share__o_f_N_OD-__ 

. _?py«? ty_ Elder ly.Poyerty poverty 

jtbotreandsy -Population Rate 

1959 5,243 15.4% 4;. 9% 

19«6.. 6,500 27.8 42.2 

1973............ 7,909 40.3 39.5 

19"$............ 8,656 38.4 39.8 

1980............ 9,852 38.8 38.5 

198: 11,286 36.8 42,1 



T ABLE 9 

POVERTY TREN D S AMONG SINGLE INDIVIDUALS UNDER 25 
{ percents and thousands of persons) " 

Persons in Poverty 
Poverty _ Rate 

1959..... 506 51.7% 

1966 481 37.8 

1973 1,015 33.8 

1*75 1,046 30.8 

1980.... 1,275 27.2 

1982 1,349 32.6 
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; TABLE 10 



POVERTY TRENDS AMONG PERSONS IH MALE-HEA3ED FAMILES 
AND SING LE PERSONS, 25 ANL>_QVER 
( percents and thousands of persons) 



1959. 
1966. 
1973. 
1975. 
I960. 
1982. 



— R»te- 



2B,260 


19.1* 


16,415 


id .3 


10,695 


€.5 


12,858 


7.B 


14,274 


a. 4 


18,012 


10.4 



VI . Ebhg-Teriti Economic growth and Non-g4 d e riy Pov e rty 



The trends in non-*IderIy poverty I have just outlined parallel 
changes in aggregate eec-Oiatc conditions- Table 11 compares the 
annual growth rate in pet capita real GNP to the annual rates of 
change in poverty rates for the non-elderly including and 
excluding female-headed families. 
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ECONOMIC 


G30VTB ASD POVERTY 






Xririual Growth 


Rate 






1966-73 


I973-H2 


Per Capita Real Gs? , 


.... 3.0% 




.9% i 


Poverty F-ates of: 












-3.3 


*4.b 


Non-elderly Excljdmg 








Those in Female-Headed 












-5.7 


♦ 5.0 



The ec6?>otPy 9?^* at a rapid pace during the years 1959-66. Real 
CKP rose St art annual fate of 4.4 percent and on a per capita 
basis, at 3 pt-rcer.t. Matched by few periods in the twentieth 
century, this remarkable seven-year growth pulled the poverty 
rate for the non-elderly down at an annual rate of 6.4 percent. 
The rate excluding female-headed families was pulled down even 
faster. 

The economic growth of the 1963s continued, albeit with one 
interruption, t-nto the early 1970s. From 1966 to 1973, per 
cajut* real GK? continued to grow, although at a somewhat slower 
annual rate of 2.4 percent. The measured rates of poverty 
continued their downward trend, also at somewhat slower rates. 

Throughout the remainder of the 1970s awd the early 1980s, per 
c<*fita GNP on average grew at the relatively sluggish rate of 
only .9 percent per year, and both poverty rates grew markedly. 
However » ':his period is better characterised as one of several 
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wife swirls i- the business cycle. Tr.< critical importance of 
s.ings in t>.e business cycle to non-elderly poverty is 
illustrated in Table 12. In each of the three recessions that 
orcjrrei CJ.rtng tr.e perish 1573-1932, the poverty pcf jlaticn rose 
significantly. 



TABLE 12 










THE EFFECTS 














Percint Changes in Number of 
Poor Perscms 


Recesc ;<>n 
- Per i o* 


CSan^e 
Per Capita 
Peal GNP 


_ Koh-ElSerly 
Excluding -Those in 

FemalerHeaded 

All Son-EIderlv Families 


1971-75 


-3.6% 


15.0% 18.7% 


1979-83 


-1-4 


13.4 17.6 


1981-82 


-2.8 


9.1 12.7 









These patterns clearly suggest the importance of economic 
conditions to the incidence of non-elderly poverty, especially 
for those who do not live in female-headed families. The 
significance of economic growth ffor poverty should not be 
surprising. * three percentage point increase in GNP adds over 
$50 billion to incomes of individuals. Although this income is 
spreaa across the income distribution* the variations in poverty 
over the business cycle are ample evidence that the poor and 
near-poor benefit considerably from economic growth. 
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v - 1 • Inadequate Tarcetihc of Keahs-Tested— Be n e fits 

Sporadic economic gravt&; however, only partially explains the 
failure of poverty to decline during Qie last decade. The 
ineffective tarjeting of means-tested benefits Is another 
sign if icant factor . 

To illustrate this inefficiency, I have computed measures of the 
pre-welfare •poverty gap- - This ga? represents the amount of 
means-tested expenditures necessary to raise all poor persons out 
of poverty: Table 13 compares the constant dollar poverty gap to 
the constant dollar amounts actually spent on seven major 
means -tested programs; 

■fCiTj/i'i-j TABLE 13 



I VgFt^G F ENCY Or KE AWS— TESTED TWOUSFERS 
( in oillions of 1962 dollars) 



?re-Welfare *** ni ~* e *^ Post-Transfer 

Poverty Gap Transfer Payments* Pov e rty -Gap- 

$39.3 533.3 W.A. 

550.1 $81.0 525:6 

• Incl^i^s m-v. jnd benefit* 



197C. 
1981. 



Relative to the social heed, means-tested assistance has grown 
markedly. In 19BI, expenditures were €0 percent more than 
necessary to statistically eradicate poverty. Ki the same time, 
fewer than one-half of those expenditures actually reduced the 
extent of poverty. The other half went to people who were not 

oor to b^qin with, or raised real incomes of some families far 

hove the poverty line. 
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Sere cf this inefficiency is, of coarse, only apparent. People's 
ir.ccT.es and living arrangements nay change over the course of tfee 
year, *hile poverty is measured or. an annual basis. And a small 
p**r cer.tige cf means-tested assistance is also devoted to these 
ir^os^ sedicai ex p^nd i t-i.r e s ajre suff ic ieat to red jce the ir c*sfe 
i he orr.es j after these expenditures, to a level below the poverty 
lire. 

V'ier tr.eless, m^ch of this inefficiency is real. It stems in 
lif^ measure from the proliferation of benefit programs and a 
lar* cf coordination among them. As Table 14 shows, in 1965, 
welfare recipients on average participated in one means-tested 
fro<;:ar. By 1981, they participated in three. 

TABLE 14 



MEAS5 -TESTES BEXEFIT - RECI PI ESC?* 
I per sons in millions) 



1965 1980 



N-rrer__of Recipients Getting 
I or Mere Benefits 8.7 35.2 



rctal Ber.ef it Program Enrol Iment 9.5 116.0 



Averaf !*uJrt>er of Benefits Per 
Sec;pier.t i-1 3.3 

• SCI, AFDC , Food Stamps, Housing, -Med ica id. School Lunch, 
Student Fir.ahc ial Sss Is tance, Fef ugee ass : stance, EITC, 

Source: Office of Research and Statistics, Social Security 
Admin istrat ion- 
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In 1981; this pyramiding of benefits resulted in some families 
wh0 _! eceiV#a *ssist*nce directed toward the needy having total 
incomes well above the poverty line. For example, while Section 

? 1**1 attribution rules counted XFDC payments is income, they 
did nc unt the value of other *i4 suc£ es Fsod Stages. 
Similarly, the value of rental assistance and tJ&e value of energy 
payments were not counted as income for Food Stamp purposes. 
Hence, in the higher-benefit states, the full basket of cash and 
in-kind benefits could carry imputed values in the 
5l0,~CSD-$i$,6C0 annual range. 

It is no iWHl wonder that the electorate demanded reform in the 
19SC erection to curtail the excesses of the system. Kr*d it is 
no sstjII wonder that In 198 1 Congress acted. 



VIII. Ent xtle<f*it reforms ; 1981-I9S2 

As the members of this Committee know, the focus of the 198 1 
reforms wjs on the means-tested entitlement programs. 
Specifically, our objective was to improve the targeting and 
incentive structure of these programs and to reduce or eliminate 
Benefits among those who are not in need. For example, we 
Imposed gross income limits well above the poverty lin« i* XFOC, 
Food Stamps, and She free and reduced price lunch/breakfast 
programs. Deductions in KFDC were restructured, and the 
assistance unit was expanded to recogrtije the contribution to 
family well-being of the income of all family memoera. 

The impact of these reforms on program efficiency is described in 
Table 15. The percentage of means-tested benefits going to 
reduce the extent of poverty the target efficiency index — 
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rose fron 49 t=? 53, a IS percent increase. Fewer constant Hollar 
benefits Were spent in 1352, However, in real terws, benefits 
going to rei^ce the decree of poverty rose &y 9 percent. 



TABLE 15 



IMPROVES TA PGET— EFF-tCiENCY 



(billions of 1962 dollars) 



Amount of 

To t t S I Berief its Seduc ihg -Ta rget 
Seriefits Poverty Ef f iciercy 



1 951 

Caf-r; $16.9 SIX. 6 €91 

In-Kiri 32.9 13.0 39 

Tots! 49 . B 24.6 49 

1 99: 

Cash 16.5 12.1 73 

In-K-ir.i 32.6 14.6 45 

Tbt^' 49:1 26.7 54 

• Ir.c^.Va are only those KFDC, SSI, Food St*^ns, tree and 

reajced price school lunches, Medicaid. and.^ousiog benefits 
ir;aivi3jals reported receiving.. Target ef f iciency. is _ the 
percent of expenditures going to reduce the poverty gap. 

Source: Special tabulations on March 1982 and March 1983 CPS. 
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cv*-»-eh"t In target efficiency is reflected in the change 
in tre prcpcrtlch of people who were non-poor prior to receipt of 
^ears-tested benefits *ho received such benefits. Between 1991 
a-.i • * = t^nefit rc-lls axorig the hcri-pocr were rtcuced by sin 
?* :r **" Corresponding:;-, tr.ere was a 6he percent increase in 
the rrrpcrtion cf the poor receiving assistance in 1982. 

Critics cf t.-e Administration and Congress ha»e charged that this 
efficiency was achieved at the price of devastating the social 
safety net. That charge is simply not true. 

If. <-2ee*, *>e social safety net had been devastated, the 
:rC:ei ^ p Sv * ? *y Betieeri I9S1 *hd 1952 should have been much 
la??*.* than :r-,e increase in" previous recessions, it was not, As 
Tv. :: ar : :.h the increase in poverty between 1981 ard 
»ir. !_•>:_ thar the increase ir earlier recessions. 



31st ♦'i-.v charced that the reforms we enacted weie unduly 
-. t*.e vztiini poor. That assert ion , too, is untrue. 

The proportion of households with any earnings and cash 
irco-n^s be low _ trie poverty line who received means-tested 
f>hefits j n 1932 was substantially the same as in 1981: 

at proximately 5 0 percent. 



Tr.e dire predictions of those who opposed the gross 
income cap and limiting of wcr* disregards in WDC also 
dii not come true. Contrary to assertions that 
wa^e-earhin.-} recip.enti would quit their jobs to stay on 
welfare, the number of recipients w**o quit work or lost 
johc. i'vl returned to welfare was the same both before 
ah* after the 19X1 ftecbhc x 1 1 a t ion Act 3 percent, 

indeed; the change produced the necessary incentive for 
the vj-f majority of vorSihg recipients to make the 
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transition fron welfare to self-support. Cases With 
earned income »Oved off the MFX rolls twice as fast 
after the changes were made as they Sid Before. 

o And critics* tfcetoric to the contrary i the i*c°«* tax 
changes enacted in 1982, when fully ^■P 1 *"**** 4 * 
disproportionately benefit those with taxable gross 
incomes under SI0,6r0C, Taxes for these households will 
be reduced by 31 percent, a greater percentage reduction 
than for any other income class. 

T*e impact of the 1981-82 reforms is perhaps best understood by 
looking individually at the major weans- tested progtaa* in ttfrii; 

o In A5DC, reai benefits per recipient will hold Sc-^el 

between 1981 and 1915. In centrist, during the previous 

Adxinistr#tib« f When prices rose 45 percent 

years, real xr!5C feeneftSS per person fell 1& percerot. 

o In hosing, tlu number of households receiving HUO 
subsidies will increase from 3,297,006 in 1931 to 
3,723,000 in 1983. a 13 percent increase* 

o In Medicaid, funding changes have precipitated a 

rethinking of programs along lines which are already 
rebounding to the benefit of the needy. Tfi* 
Intergovernmental Health Policy Troiect, which has been 
systematically surveying State Medicaid programs, 
cutiihis t^e strong contrast between 1981 and 19S2 ift 
their »ost recent report (April 1*1 3) - they note that 
out-^f-control growth prior to the reforms b* the last 
two years was forcing states to retrefccr, often to the 
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disadvantage of recipients. In contrast, new 
flexibilities provided 'iinder the reforms ti-rs allowed 
states to increase services an2 add benef iciar ies. 
Specif lially, they note teat: 

— •Siaetetrfj Eighty-On« can be character i*ed 
generally as a period of moderate retrenchment on 
the part of many State Medicaid programs and 
severe retrenchment for a few* 

— •Perhaps tije most striking differer*ce between the 
two years 1 1981 and 19821 is that even in the face 
of Continued fiscal stress, a substantial nuaoer 

of States acted in 1982 to a~ad hew services, 
reinstate previously eliminated benefits, lift 
existing restrictions on access, or even increase 
payments to providers, 

— "Also in contrast to 1981, 1982 »arked the 
beginning of a gradual shift in the focus of 
cost-con ta innvrnt activities away fror the 
traditional short-term strategies, 

limits* • -iris on eligibility and services, 
redactions in provider payments, etc;, to a 
concentration on wore long-range; structural 
reforms in the organization, financing and 
delivery of Medicaid services.* 

o A similar reth in* in<5 of programs also seems to b* taking 
place in the School Lunch program. While free lunches 
have remained free for children whose families have 
incomes below 130 percent of the poverty line, reforms 
enac'2-i in 1981 reduced the sijhsidies for children from 
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higher income fsfrUies* As with any charge in 
subsidies, these seforms probably affected behavior, 
causing some higher income families to decide the 
lunches were not worth their cost. In combination with 
enrollment declines, these behavioral changes desalted 
in a drop in the number of scboel lunches served between 
1981 and 1982. As a result, schools ippirently are 
recognizing they now Ire operating tri i c< *P €tit i ire 
environment, According to a recent irtlcle in The 
Washington Post (Sep-temfcer U , 1583) i schools across the 
country are taking steps to make their lunches more 
attractive to students. A growing nationwide movement 
away from frozen lutnch platters and a return to serving 
fresh foods* as well as cost-cutting measures such as 
bulk buying, use of computers to control inventoried aha 
to analyze costs and nutritional content of meals, and 
jHozt eff.^tive use of labor are ssnong tfie trends the 
article cites. These changes should benefit children of 
all income classes. 

6 And uhde* Food Stamps, one in ten people in our ctacntry 
will receive benefits in l*iJ, the same percentage as in 
1981 .:-nd 19B2. 

Viewed in their entirety, these reforms do not reflect the 
picture of devastation critics have charged. 
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X*- The Pvn*mics of Poverty and additional toti-Pofrt y Me asur e s 



The parallel between economic growth end poverty treads oat lined 
st th*? fe*g inning *y trit iitcmy suggests that economic growth it 
a major factor in combating poverty aaong the ron-elderly. 
BoWver, the non-elderly are a diverse population, including 
traditional male-headed families, female-headed households with 
children, and single youths and adults. It is reasonable to 
question *-hether all these groups will benefit fro* a dynamic 
economy. 

Two new itudies by Hary Jo Bane and David Ell wood of Harvard 
provide some answers to this question. One study examines why 
the non-elderly become poor and* bow they escape from poverty. 
The other examines the experience of women on APOC. Both of 
these stjdi*s are based upon th* lor^itudia«2 ?e*ei Study of 
Income Dynamics. To ay knowledge, they axe wnique in their 
approach, father than examining poverty and AfDC receipt over a 
fixed period c* years or at a given point in tine* they look at 
lengths of stay in poverty and on the KTtfC rolls, this approach 
not only provides a more complete understanding of how much 
poverty and welfare receipt is transitory and how much is long 
term but allows the authors to estimate the extent to which 
poverty and AfTC participation begin and end as a result of 
various factors. 

Dane and tllwciod's findings on the non-e Jtftrly population su-gg*rtt 
that a stiong economy wijl benefit most of the non -elderly in 
?t :.rt.y. Tdi&les 16 >? summarize th«ir tendings on factors 
pi c Imitating and *h»a^t<4 spells of poverty > classified by the 
type of household the person was in when his or her spell of 
poverty began. 
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c As can oe seen, fully SO percent of all spells of 

poverty tegan witn changes in tfce earned Income of the 
household; wnile SO percent of all spells ended witi» »n 
:r.crease ;n earnei income. 

c Interestingly, the importance of earned incoiie is strong 
for female -heaied households as well as male-heawSed 

►ccsenbids. Ctiavivijes in household earnings accounted for 
isbut 25 percent of entries and 55 percent of exits from 

poverty fcr bcth Women arid children ?n Such: households; 

TABLE. U 



FACTCRS _ 


PRECIPITATING S?iLLS OF PCOTaYTT 




( per rent of persons or 


hou seholds) 










^4*n- 


Children 




All leubtrt 


Female Bead 




Kale Hea4 


Earnings Decrease.. 




25.11 




73.51 


Cri i Id Becomes 










^n^'pendent: ...... 


:.. is.* 






11.3 


H c j s>S6 1 d B ec b*e s 










Female HeSi^"1i . . . ~, 




44. • 






otner ; ...... 


22.7 


23.4 




15.3 


C;\.rce: Eane and E 


llwood: estimates using PSID 


data. 
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TAEIZ 17 



FACTORS SPELfcS OP VQ VZS Ti 

(percent of persons ct households) 



Households with Children 



All Persons female Head 



Wale Head 



Earnings Increase 



10. 3% 



55.7% 



92.2% 



Mirr iage. 



/Remarr iage. . . 



26. i 



Other 



15-1 



17.2 



7.5 



Sbjree: Bine and Ellwood: estimztes using ?SID data. 



Table It also shows that about is percent of all spells of 
poverty begin with the movement of a young man or woman out of 
the parent's home into an independent household* Indicating that 
poverty for some is probably a "getting started" phenomenon. 
Census data support this conclusion. They show that 23.4 percent 
of household heads under age 2S were poor in 1970. By 1975. when 
this group was five years older* their poverty rate had dropped 

to IB. J percent. Economic growth will benefit these household «, 
tod: As jobs become more readily available and real wages 
increase* the process of "getting started* should be accelerated 
for those entering the labor force. 

For a significant minority of the population w,ho experience 
poverty, however, economic growth alone will not be enough. 
Again* Bane and Ellwood's work helps us understand why this is 

so. 
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Table 18 summarise the results of their *tody of the non-elderly 
population. It shows that poverty for most people is transitory, 
but the few with very long lengtns of stay in poverty account for 
the bulk of all poverty. They also represent the buU of the 
poor at any time. For example, just over 40 percent of people 
who slip into poverty will Se poor for a year or less, and they 
will account for 10 percent of poverty among the non-elderly. 
Howevef ' 15 percent of those who enter poverty will be poor for 
more than eight years, and they wili represent SI percent of the 
non-elderly poor. 



TABLE 18 



lengths ce- sr&v-?N 


POVERTY AND POVERTY SHARES 














1 Year 


Art 


3-§_ 


More .Than 






Yea r 


s Years 


8 Years 


Expected Lengths-6f Stay 










in Povef ty for - People 














181 


261 


15% 


Share of _ Poverty _ 










Accounted for by People 










with Different Lengths 














8% 


281 


541 


Source: Bane and Ellwood: 


estimates 


using 


psid data. 















The results of Bane and ^llwood's study of women on AT DC, arrayed 
in Table 19, are similar to their findings on the poverty 
population. Most families* stays on the AFDC rolls are 
relatively short. However, most ATDC participation is accounted 
for by families who stay on the rolls for a long time. 
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TABLE 13 











LENGTHS OF PARTICIPATION IN AFDC AND PARTICIPATION 


SHARES 




I Year 


.1-2. 




Mor* TUam 


or Less 


Yearns 


Years 


8 Years. i 


Expected_Lengihs_of 






Participation for Persons 










19% 


371 


15% 


Proportion of AFDC 








Participation Attributable 








t i Cases with Different 












11* 


46% 


Source: Bane and Ell wood: estimates 


using psid data. 





Our knowledge about why some people remain poor and some AfFDC 
recipients stay* on the rolls over time is imperfect. 
Nevertheless, we do have some insights. 

Labor force attachment seens critical* A large body of research 
indicates earnings are a key factor in avoiding ?cvj-ter» 
poverty. Analyses by Coe and Rainwater, for example, show that 
imbng all potential sources of family income, the earnings 
component was the one which kept the largest percentages of 
people out of persistent poverty. B#- * »id Ellwood's f ► tidy of 
AFDC mothers is consistent with this research; They find that 
one-half of all families who leave the AFDC rolls do so within 

twe years and two- thirds do so within three. Similarly they find 
tha* those women who worked beiore 90ir><- ( on /ViKDC are likely to 
have relatively short lengths of s»ay on AFDC. interestingly, 
their data also show that two-thirds <*Z the women who left AFDC 



26^ 



260 



as a result of earnings were mothers with pre-school children, 
and they conclude that having a preschool child is not the 
deterrent to working one's way off welfare that many people think 
it ts. they note, too. that those who left AFDC through earnings 
did so with a large ju^ ir. earnings rather than through gradual 
increases. 

Divorce, separation, childbearing out of wedlock, and the simple 
fact of being born into i poor household also play a role in 
lcn ?~ term _ pov * fty * FDC «*«_iPt- have known for some time 
'that women and children in female-headed households represent a 
significant portion of the persistently poor. From Bane and 
Ellwood's work, we now know that fully 75 percent of all AFDC 
spells bi^an with a relationship change which created a 
female-headed household. We know; too, that if a woman receives 
AFDC for at least two years, she and her children are very likely 
to fee long-term welfare recipients. Their stay will be 
particularly long if the AFDC receipt was precipitated by the 
female Head having a child, 

railure to enter tbv mains?**** of American Uf* alio seems to 
play a role in persistent p'/ver^y anS participation in 

AFDC. By this, I simply '^an v.-^ng and older adults whose 

behavior differs fro* that of mosv people in their age girbup are 
likely to be per;, istently poor or dependent on AFDC. L»ck of 
5aboi t-Vfrff attachment, 6roppin«p out of hign school, having many 
children, hcvin? ~r»ii'i*rtfi vArle unmarried, staying mm AFDC for at 
3*«sE two y*-ars ~~ ail these factors are likely to result in 
Htig stays ;«*». >TDC rrrbrding to Bane and Ellwooo\ 

Finally, AFDC^enefit structures may play a i'ole in long-term 

I fare receipt. SAne and Ellwood find that women in the South 
have the shortest AFDC spells and are much more likely to leive 
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AFDC through earnings changes. Irk contrast, terminations as a 
result of earnings in the West are relatively uncommon, as are 
^terminations through marriage in the Northeast. 

AH of these findings provide the framework for tfi* 
Administration's policies for reducing poverty among the 
non-older ly. 

Clearly, economic growth, which is the major goal of this 
Administration, will alleviate poverty for many households; Arid 
economic recovery is well underway. While unemployment is still 
too hi<jh, the recovery is taking hold: 

b There has been a steady increase in the number of jobs 
available in our economy. Since December of 1982, 
civilian employment has grown by 3.9 million. 

o Real earnings have begun to rise. TUfere iiavc" been seven 
consecutive monthly increases in average weekly 
*■ • 'ilncjc, measured in constant dollars, foe tHmse oh 

am payrolls. As of September, tfolc \ v.yje oi 
earnings was up 3.2 percent over earning ^asured a 
year earlier. 

o Production has increased sharply during the past year. 
Real GNP ros"e_7;* percent at an annual rate Sin the third 
quarter of 1983, arid has risen steadily since the end of 
the recession. 



o Industrial production in September was up 14,1 percent 

since Novo!tiber 1982. 
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6 The index of leading indicators has increased for the 
past 13 months, pointing to Continued healthy economic 
growth. 



A variety of other Administration policies also will improve the 
well-bei.ig of these who now are in poverty or who would otherwise 
experience it in the future. 

o Other witnesses have cited the appalling statistics on 
establishment arid collection bf chili support 
obligations. Clearly improved Child support enforcement 
is one means of improving the economic status Of 
s ihgle-pareht families; The Administration has moved 
forcefully on this front. 



- We have established a program to withhold child 
support payments from the income tax refunds due 
to delinquent AFDC parents. 

We have proposed legislation to strengthen state 
child support programs. These reforms wd<uild 
mandate more effective state procedures for 
establishing and enforcing f?;if<£ find px*Gvtd« 
performance bonuses to states based on their 
effectiveness in making collections on behalf of 
both AFDC and non-AFDC families. 

o Mean ireful job training can ♦ nhance attachment to the 
labor force, the new Jobs training Partnership Aet 
{JTPAi, which replaces the discredited CETA program, 
should greatly improve the opportunities for the 
economically disadvantaged to gain private sector 
employment; ttn&er JTPA, funds will be devoted largely 
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to training rather thin to stipends, at In CET*. In 
addition, emphasis will be on training the economically 
disadvantaged in skills needed in the local community, 
assuring not only that participants are employable hat 
that they actually get jobs. 

° Establishment of Community work Experience Programs 
jCWEP) ih A7DC and Pood Stamps also will help ensure 
that labcr fore© attachments are retained or gained by 
participants. While the Administration would prefer 
that these programs be made mandatory. We are heartened 
that so many states are implementing CWEP under the 
discretionary author it ies provided in 1981. Similarly, 
we ar* working to encourage states to use ]ob search 
programs for AFDC and Food ' '-p applicants and 
recipients. 

o For those who do work, the Indexing of tax brackets, the 
zero bracket amount (ZBA) , and the personal and 
dependent exemptions in 1985 will be a real boon. This 
reform, enacted in 1981, will help ensure that inflation 
<*oes not erode the real incomes of low-income wage 
earners. Moreover, it will help place them on a more 
equal footing wj* jj higher income families whc iteri** 
their deductions. Itemized deductions ure effectively 
self-indexing, while the ZBA and exemptions erode over 
time; w;th indexation, thus, the tax system will better 
recognUe the nee£s of low- income wage earners. 



Coupled with pro-jram reforms to better target assistance, which 
will free resources to increase aid to those truly in need, these 
policies will help us reach what I know is our shared goal — a 
better life for all Americans. 





Chairman Kan<;ki: Mr: Stockman, one of the most respected 
members of" this committee has other leadership responsibilities. 
For those reasons, ! rreo£ni/e Mr. Conable. 

Mr. Conam.k. Dave, 1 would like to thank you For appearing here 
\'Mi Resenting such a renwkably thorough statistical anal£sis^bf 
poverty: 1 think -it is goiisg to be a very terminal kind of report that 
we are going to come back to many times and discuss extensively, 
it is going to require a pood deal of analysis Obviously you have 
put a great deal of thought into it and I think it is trerhehdt^siv 
important that we have this kind of analysis before the corn mil tee. 
1 would like to say one th hg about you, also. 

.THii M^nilHT^ Qf Congress who part ic[pated i ri t he Social Security 
Commission and particularly in the final negotiations which result- 
ed in the Coriimissioh's l>eihg_ snatched from the jaws of defeat, 
Members of Congress who participated in that got a good deal of 
publicity. Vi/ii indicated in this report how important for the elder- 
ly the socia! insurance program is. I would like to say that your 
participation in those comparativiriy secret negotiations up in dim 
Baker's basement, and in the back room at Blair House, were abso- 
lutely critical Your contributions were very significant. I think 
you have not received recognition for the work you did in saving 
social security at a time when we were really in extremeness about 
it: and the fact is that I have often thought that you ought to have 
some recognition for that. 

It is good to put it in the context of how important our social in- 
surance program is to keeping our terribly dependent Elderly out of 
poverty. I just wanted to put on the record the tremendous impor- 
tance of your work in connection with that final commission /rec- 
ommendation, which happily the Congress accepted, following ac- 
ceptance by the fall commission: 

Nlr. Chairman, that is all I wanted to say. _ 

Mr Skk'kman, Mr Con?ible, if I can just respond. I appreciate 
your kind words, but I think you probably overestimate the impor- 
tance of my work. 1 may have made some contributions in terms of 
ideas: but ! didn't have any votes in terms of getting itdone. Thai 
was tjiP result of your leadership and that of the other Members of 
Congress who took a sensible plan and sold it in a very difficc&lt cir- 
cumstance. 

Chairman Rangki:; It is your tarn, Mr. Conable. 

Mr. Conablk. No, I have nothing further to say. 

Chairman Rangkl. Well, *t is a little surprising that after I 
struggle to get here to formulate polk v that you move the action to 
the buck rooms and _bpement of ^ long lis some- 

thing was accomplished, I think that is the most important thing: 

Mr. ConabLk. I think your vote w^is critical, at a critical, time. 
However, I am not sure your vote would have been applied to the 
same solutions we finally achieved had we hot had a rather diffi : 
cult time with the commission first. I would say the same thing 
about Mr. Pickle's role, it was absolutely critical. 

Chairman IKanoel. Very good. 

Mr : Conamu*:: But I did want to mention thmt Dave Stockman 
played a key role in trying to hold the whole thing together ahj 
that that wa^important. 

Chairman Rangel. Thank you. 



26/ 



aw 

Mr Stockman. I want to join wiih Mr. Conable in congratulating 
you for ^ttin^ a Iramew dialogue. It 

really doesn't make that much difference in how much we differ 
and how you reached the conclusions. 

1 think what yott have done for us is to allow us to know what 
formulas you used in reaching certain conclusions about the 
number of people that we are going to have to deal with, the 
causr*s as to why they entered poverty, and the different solutions 
to it on a national biisis. 

I don't know whether we are going to have that much of a prob- 
lem with the definitions. 

The problem is going to be as to where are the conflicts and how 
we can work more closely together in the areas that we agree 
upon 1 think Mr. Conable Elated that you made a great issue about 
the social programs as related to the aged. 

Assuming that that logic follows, it would mean that decreasing 
those programs according to your thinking would have increased 
the number of people that would be termed "poor" or that the Fact 
t lut you had this bottom line protection for them decreased the 
number of people in that category. 

Some of us believe that the budget cuts by the same token in cer- 
tain areas would have increased the nooilfcT of people that would 
have topple over into the poor. 

Without debating now, .and we hope that we can get together 
tvith you soon, you woukfi have to agree that whether you have 
these broad categories smch as the aged, that within that group 
tH^re are a lot of people tihat are extremely poor because they are 
older, because they live aJJurie and because they come from minori- 
ty communities. 

It would seem to me that once you have seen or pointed out to us 
how we have mismanaged, how we have not targeted, how we have 
used the wrong programs, it would give your presentation, or at 
least the perceptions^ 

ance if at thr ;an;e time you could look at the groups and say that 
in this particular category, of course, there are people that even if 
we clid find a more efficient way, that the Administration and Con- 
gress has not come up with a program to deal with their particular 
needs no matter how much we argue as to where they are. 

Come of the programs that you have indicated succeed then be- 
cause you have sugges&ed targeting. 

It implies for your statistical data that a lot of people were re- 
c^ivin£ monies _tney shouldn't ft^ve j*«»ivjwl jjnor to > this ^minis- 
tration and because of th# new formula that you have taken the 
same amount of money and have assisted more people. 

We know on the committees that Mr. Ford amd I sit on that some 
of tithe formulas that you have used have been State formulas that 
have a different concept as to who W?is poor and who was hot poor, 
and when you adopt below poverty standards for the State and say 
that is the Federal j>_rc^am» you n^ haye helped your statistical 
dula in saying that you have done more^ with less. 

But it doesn/t help us when we listen to the people that cdp*e 
from those communities that find themselves crafined in a formula. 
Time is of the essence and I want the other comrmittee members to 
ask questions, but I guess the bottom line is that no matter how 
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}j iU . n _ u>asur V : JA;..*!*\Mi?. 'L^VV. more people considered poor today 
than we have had before; So it is of nation .1 concern. 
__._Y.uu don't talk about budget cuts increasing that number. ! guess 
when you talk about unemployment, you meant that for economic 
recovery in a positive sense, instead of talking about the number of 
people that are poor because of a failure of having a recovery. 

And 1 am not placing blame. I am just saying they are out there 
ri.ii matter whether we have a Democratic or Republican President, 
they are pmr Uvause ihey are not working, and whether it is tern- 
jiorary or not; we have an obligation from the Federal Government, 
not Presidents and the Congress, but the Government, to at least 
reach out and teli them that we care. 

I hope that since you have, in my opinion, given us a major doeu- 
rnent as to how you see the statistics, that you Would allow bur 
joint committee to review this and either in public hearings or in 
Jim Baker's basement, get together and see what we can do to deal 
with the problems of those people where there is no dispute, that 
they are out there and not being assisted. 

Mr Ford 

Chairman Ford. Thank you, Mr. Chairman. 

1 would agree with you and tfc Public Assistance Subcommittee 
certainly will l ike this document and go through it and try to 
piece together some answers and also require some additional in- 
formation from you, Mr. Stockman 

I think it goes without saying that im-se are areas that we are 
concerned about; I think poverty has increased no matter how we 
measure it. I think you, Mr. Stockman, would agree with that and 
the pri lie reason for this increase is governmental policy. 

1 think we would all agree with that: Tax policy has imposed a 
substantial burden on the poor. We understand that. 

Poverty will no* be reduced significantly as the economy im- 
proves. We have seen the administration talk about ttoe economy 
improving, but yet and still that poverty rate is continuing to — will 
continue to rise. 1 think further governmental action is required in 
order to reduce that poverty level. I think you indicated on table 4, 
we talked about the poverty rate being _1§ percent, and if the in- 
kind benefits were counted, I think we see that, according to your 
table there, it would be _tt.fi percent. 

We all will agree that y >u know- that chart and that tab[e would 
be about correct. But, at the same time, when you talk about the 

million people who are below the poverty level, you express the 
concern. But in your testimony. Mr. Stockmauti, you didn't givejis 
any concrete solutions to respond ing to the heeds of those 20 mil- 
lion p«»ople who are in poverty. 

lam certainly one who would like to know just how we, as legis- 
lator* in the Public Assistance Subcommittee on this full Commit- 
tee i>n Way& and Means, what are those things we can be doing in 
wdfir to address the problems Tor the 20 million people that you 

addressed* and the 9.4> percent. 

Afso^your methodology assumes that since single elderly individ- 
uals receive (>7 percent of the poverty threshold in medical bene- 
fits, can anyone live on that 33 percent or that $1,500 difference 
annually that we are talking about? 
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Ami* J so, could yuu explain to the committee how those elderly 
individuals can live _ori _thi*_ $ 1 i/KMI per year? 

_Mr Sl|pMAN. Weil Mr. Ford. I don't JM n .H.i.^P_!l u jS^i n S 
that elderly can live on $1,500 per year. I was suggesting that—— 
Carman Ford. Medical benefits we were talking about, medi- 
care — =- 

Mr. Stockman. Yes. that is the value of the medicare benefit. 
Now, I do note two things: (hie — — 

Chairman Ford. That poverty level is, what is it Tor individuals, 
$4,t>0(i? 

Mr; Stockman. It is $6,5W Tor two, so I believe it is about $4,(>U6 
for ah individual. That is rights 

Chairman Ford Taking in the medical benefits we are-talking 
about r>7 percent. So H\i percent of that would be around $*,*327. 

Mr. StiK-KSiAS, That is correct. 

Chairman Ford, How can one survive on that, Mr. Stockman? 

Mr SfocRMAN^ Well, you are making a .diQerejit _^ijlt than I 
am: The point that I am making, if I ^ could, is that the elderly obvi- 
ously have a high incidence of illness. They ne^ me^ical_care t and 
ihe> need insurance protection against it: What I am suggesting is 
vhat medicare is worth in terms of the insurance protection. You 
wrtainlv _L>^ you had no medical 

care at all or no medical insurance protection. 

Chairman [Ranch*. Would the gentleman yield? 

Mr. Stockman. It is^i value: That is all I am saying: 

Chairman Rangel. Let's try id maximize where we don't Have a 
lL™bjent Y^^ the reimburse- 

ment rate to doctors and hospitals that we should attach that to 
determine whether a mean that? 

Mr; Stockman: No, 1 am not suggesting that. 

Chairman Rangel, So when we try to • deteimine who is Par ana 
you include in that theyaiue of the insurance ^policy, it is not help? 
ing us ;n determining what that old person s heeds really should 
be? 

Mr Stockman. Welk Mr. Chairman— 

Chairman Rangel. There are ' a [lot of people that would rather 
not live a long period of time if indeed they are going to be depend- 
ent and miserable during that time. 

So, to extend life without improving the quality of that life is not 
something I hear bid people asking for, and so wheri ybu throw the 
mimical bill in arid tell somebody that this doesn't make you as 
poor as it appears with other statistics, it is difficult to see what we 
are going to do here. 

Mr. Stockman: Well, I think maybe that is another debate about 
whether or not the pove^v Ji_^ It 
is SIMMHi a vear for a family of four, and it_is based on the notion of 
what is a minimum diet how much does it oast^ lntOtijJ^ iLhy 
three point something, to take care of other sUndard-of-living 
needs like medical and housing and the other basic necessities of 
life. 

Chairman Rangel: So when the— 

Mr, Stockman. Now, it mr*y_5>e. Mr. Chairman, that the multipli- 
er, which is 3.1. I believe, js t?<o low to take into account alt the 
nonfood items that would comprise a minimal standard of living, or 

..-y: 
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Miii>lw; U is _t«M> lii^li ISul I am saving that officially, ever since 
VMM; that is the way the (rovernnu it has riu»as'iired poverty. 
Mr, XUttt'i. WilLthe cltuirmah yield? 

^ r : .^TiH'KMAN Now v O'ou assume then thai vou need three 
hriies the cost of the minimum diet to cover housing, medical, arid 
fl}e other es>ehti;il barebohes comjKjneiits ol a minimal standard of 
living, then having t!u» protection on the medical side through 
ru«*dic;ire insurance clearly does help in meeting that threshold. 
That riKiy lv arbitrary, but we all use it because that is what we 
have designated for the last decade arid a half as brie kind of meas- 
ure of poverty. 

It is not the only measure. There is a quality dimension. There is 
a whole variety of other dimensions other thaii pure money income 
money income arid in kind equivalent. 

Hut when we are talking about millions of people in a big society 
and trying to get some way to get an angle and measure of the 
problem, we are going to have to have some arbitrary standard: 

Maybe we can improve the calculation of the pdveicy line. It 
could be too high or too low, hut^ we are going to have to count the 
MnHliciil iKMu Hts that we provide, however we resolve ;he underly- 
ing is,- ae of what it means. 

Chairman Faun. Let me yield to Mr. ?.tatsui at th»- time: 

^' r : M*tst'! Thank you, Mr. Chairman. 

I think Mr Stockman that you perhaps misunderstood both 
chairrier s questions. You were saying rX this time that you are 
..ot suggesting that medical benefits, if they are included, should be 
used in caScujating whether an individual ]s poor, b that what yow 
said? Vou answered no to that question. I tvant z yes or no answer; 
Is ihat wnat you are saying? 

Mr St'kkman, No; fdidirt say that: 
.._Mr._M_Atslj. That is exactly right brcausein your so-called schol* 
arly testimony and your document that Mr. Coriable thinks so 
highly of, you are ut\iig as a central premise th:» notion that - in* 
kind benefits must be included in the dfefirntiori p* j .overt v. I think 
the euestion that both Mr: Ford and Mr. Kangei asked dealt with 
t* < fact that if in-kind medical benefits are counted, over 
ar*' applied tu a senior citizen & income iri determining the poverty 

ratr-. So that individual is left with St;ftW 

^M'KpN. No,. that is riot correct- 
Mr Matsi'i: Yoaisre. 

Mr. Skk x kman. We- abwoIuU-ly are hot, Mr: MaUuh 
Mr. Matsi i. Ye*, you ari^ 

Mr. Stcxkman. We are not attributing $:*,0<W of value to medi- 
cal 1 , 

-Mr. Matsu/ j'ou have said in your testimony that there are drily 
tW.ooo poor euderlv in America. 
Mr. Stockman. That is right. 

Mr: Matsti: Then you have to be including that in there. 
Mr. Stockman. It is included, but th? value is not — — 
Mr: Matsli. Mr; Range! has more than that in his district 
Mr. Stockman. U is included, bet the insajr^rvne valufto was not 
I can supply that statistic for the record, but 1 r.lurik it is 
about $U«0. 
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it is baMxi upon rrrbneotte statistics and conclusions. 
I S ieW bacli, 

Chairman Foro Mr. Stockman, wp would UU* yott to £2*sK? 
for the record at a later time, if you don't ivive. the iiF^rn^ a ". // 
today, so we will have H ii* ii part of the re-cord, whHbfsr *i r'yt the 
medical costs or rriedicaJ benefits to the eldetfy, tww tfor I* derived 
and hew that is counted as it relates to i ht\eldet!y -™ 

Mr, Stockman^ Weli; I can tell you that; We nave been around 
the bush here, I will submit details for the record, but we are 
counting ^he^ insurance value of medicare. The insurance value of 
medicare 

Cha : rrnan Ford. Which is 

Mr. Stockman. Which the cominittee knows all about because 
y°y HpeQt. lots of time w^ it js impbrtcht; that 

the elderly can't survive without it; that it is a critical component 
of the support system; that. is. what ail you say up here and it is 
true Medicare ha* about a $i f fKK> value^That is, if we didn't have 
the metiicAire ehtitlemeai, ah elderly person would have to find 
$ l»/*H_!_jn c.*sh jsomewhere to buy .equivalent _prbt^ipn_fqt j^rt A 
and part B. For you, Mr. ftlatsm;_to sit here and say^that that is of 
no value shouldn't. lx*cqu_n dpesn't dq any good— whicii is what 
you implied in your comment on my testimony-^ k:ow you don't 
mean it because usually you are more careful and balanced in your 
view of things. 

Mr. Matsui. Also Mr. Stockman 

Mr ^Ttx ik man. It just dwsn't parse^ 

Now; I think we ought to try to find over time how to get people 
more medical care so the things that aren't covered today are cov- 
ered under medicare. But that is a health care system problem. 

Mr Matsi'i. If 1 may, Mr. Chairman, what about the individual 
*'_ho doesh t have /nedical .expenses for that 1-year period that you 
are vising, and the Jndividttai makes $3,060, or has $3,066 in other 
in kind services? That person, according to your statistics, would 
tx 

Mr. Stwkiwan. Well, Mr. Matsui, you are playing games with 

the statistics. What about the person who has a $56,000 

Mr. Matsih! No— 

Mr. SttK KMiN^Wait a^ minute. __ t is absolutely irrelevant. 
Mr Matsui Answer my question: 

Mr. SnxTKMAN. Ulnessjsjibt a cfc^ ift L« an episodic 

condition for the most part among: most elderly: That means in 
some years they spetul zero dollars (nv nearly so on health care and 
in smother year, in the extreme, they spend $5G\000: 

Do you want. to. say 1 year ihey are hoi poor ahd the next year 
they are poor if their average income is $3,000? The^ answer is no. 
That is w*hy you have to treat it statistically in tet «ns of its insur- 
ance value. 

Otherwise; in those years in which people are ill. and if we didn't 
treat it as an insurance value, you would have great fluctuations in 
the statistics nand great distortion in their meaning 

Chairman Ford. Mr. Matsui. Jet me claim my time back so I can 
go on and the chairman can yield to the other members of tine corj* 
mfttee. 
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^ r StiH-fcih.ifi. j hair [ *mv final quivsiion as the chair person of 
the Public Assistance Sul>conirnittee. .Just tell lis how much did the 
budget reductions increase the poverty gap between jjjsj and 1982. 

As chairman of the siirxronimitjee. I have seen proposals that 
have been submitted to the Coruigress and we have worked tirelt v>ly 
im the committee in wrestling with all of the AFDC c'its arid -uner 
cuts iri the social programs, programs like title XX and others tiiat 
relate directly to the poor and those who are under the poverty 
Hne I would jast like to know frwKi you. do you have for this com* 
riiittev information you would like to submit later? 

We will certainly go through the document which we have re- 
ceived u day and the testimony jou have given us, but I would just 
like to know how much did the budget reductions increase that 
jwiverty gap 

You talked about Jru» IMS jx^reeiit or 20 million people who are 
below the poverty line We did not. I did not hear a clear defined 
definition as to how we v.ould try to wrestle with the problem in 
tlie future I have witnessed a continuation of proposed budget cuts 
in the s/K-iai programs and I have not seen anything that has been 
significant, that has been submitted to us from the administration 
to res|M>r\d to those yields of poverty in this society. 

Mr Siim kman; Mr: Chairman, there is a lot of information that 
I will submit on the poverty gap that is changed from 15Mi to 1982, 
but you have to recognize it is a matter of interpretation. 

The poverty gap results from all forces combined— how many 
[,'KHjple have jobs: whether inflation is going up or not going up; 
whether transfer payment programs are expanding or contracting; 
whether they are being targeted proper.y. All those things will de- 
termine that final number. How much remaining incorm? deficit or 
del KM«^ricy is there after everything the economy does and every- 
thing the government does would be heeded to bring people up to 
poverty*' 

Now. that didn't change from i\ls_l to 11182. It was about SSS* bit- 
lion both >v»ars It didn't change. But there were changes in pro- 
grams and vast changes in the ecotiomy: To unsort all of these 
things— we will do bur best. I have tried to ss»y in my testimony 
^atjx»t_^ of our rr.«*ah^tested benefits, $2 

billion more in l!*S2, went to those befmw poverty than it did in 
ltM, despite the cut in the aggregate program. 

I aTi sure your staff will find other ways to determine the^ihter : 
;>re_t t he data- — 

Chairman Fokd. We were told that number went up about $4 bil- 
!w>v; m 1!M ami 1!*N2 in the budge* reduction* 

Mr. STiK K.MAN. That ? will submit for the ord, our numbers in 
constant dollar* The gap did hot increase. 

jThe in format ion follows:] 

Th** ih *t m* a n * i t^ted f*m rt v tfa p in 1 1 * $ J r> >> bi 1 1 ion < I ^J^dof UrsA jn 
***** * billion Th*»s** naph rWWt vxial spending .us rwasurwi in the tvn*u» 

Chairman Fokd. All right. 
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Mr Stockman The gap might have gone tip slightly due to in- 
^tV^.i^ULnatipni Hut that isn't ah—— 
Chairman Ford: inflation? 

Mr. Stockman. The in nation rate was down but dollars bought 
lessjii JJW2 than 198l_, about 7 10 percent less. 
Chairman FoKi>:We would — - 

Mr. Stockman. Numbers we have for the remaihing poverty gap 
alter everything are $32.9 11 billion in 1981, $32.6 11 billion in 1982 
in constant 1982 dollars; 

_. Chairman Fokix We sure would welcome any Additional informa* 

tion in that area, Mr.^tockman. 
field back the balance of my time, Mr: Chairman: 
Chairman Rang el. Mr. Matsui, w</>uld you like to complete your 

qtaestioning? 

Mr. Matsui. Yes. Thank you very much Mr. Chairman: 
...Mr St^Kkman, j>^e H), your table 11, you indicate and try to 
justify that economic growth will result in a reduction of poverty. 

I suppose that is true, all of us, Democrats and Republicans, lib- 
erals and conservatives alike would like to see L^nomic.gnn^h.. 

There is no question that in fact it will probably reduce the pov- 
erty rite somewhat, but your graph indicates that Trom 1959 to 
l\H>C> we have had a significant reduction in the poverty rate for 
both nonelderly and elderly, From 1966 to J 973, even though we 
had a slight r^Juctibn in GNP, we did have again a reduction in 
poverty rates inJxrth those 'Categories. 

Then from 1973 ib 1982, since we only had a growth rate of less 
than 1 J**wnt_ % _we have had dramatic increases in the rate of pov- 
erty; You don't take into consideration however, in your testimony 
or in the written part of the testimony, the Tact that it that same 
period of tini^from 1939 to 1966 and [ from 1966_to 197^ there was 
a rather dramatic expansion of Government programs, transfer 
payments as you were talking about earlier in your testimony; that 
went to both the nonelderly and elderly poor. 

Could that have something to do with the fact that poverty tn 
this country had decreased during the earlier two periods that you 
referred to? 

Mr. Sit *r"' man. Well; Mr. Matsui, first the numbers here do not 
l5P!_M*J?_lHf " > ^aT^„^ testimony was thatjhe lenqf- 

mous grow ;; in income transfers to _ the elderly over the entire 
period is vvi**t amounts for the disappearance or dramatic reduc- 
tion in their poverty. What J am saying ir> that among the^lderjy. 
Government social insurance supplemented by the otter programs 
is the reason why the jwerty^ and it is the 

reason why, as _a society, we ha*** these programs. 

Now, you are focusing on the hohelaerly. I would simply point 
out that in the first period there was^ver^ little growth in income 
transfers to the nonelderly: During the second period, 1966 to 1973, 
the growth rate picked up, but the_ massive explosion of these prth 
grams— and I will submit the numbers in terms of dollars, rates of 
increase, whatever you Want to measured-occurred from 1973 to 
1981, at the very period the rate of poverty was going up, rather 
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than iiitA-ji. and going up. as you have pointed oat; at a substantial 
rate-. 

The big^st growth occurred in the tlnird period: 

Mr. MatsU. Now, as far as your Figures are concerned, and your 
^tatiNtics; according to the graph that we have in our committee 
rvjhirt iin this issue, it appears Frankly that the dramatic rise in 
t he-growth in poverty occurred from VMll oh. 

_ The. poverty rate increased dramatically daring the -term, of -the 
Pre- Irnt that currently serves in the White House. The 1 37: J to 
II~>7 4 .» period indicates d pretty constant leveling of poverty, is that 
correct? 

Mr. Stck'khxs: Njd v Mr. Itatsui. I anal sorry vou chose to formu- 
la*' i? in that w:*y Poverty started rising as a rate and in absolute 
numbers in 1V?7>. and irons 11*7* to VJSl nothing this ad mi nist ra- 
tion did had aivy effect— in PJSI because changes were not legislat- 
ed until fiscal year l'*Si_ 

***ie number of p«,>«jj.r people rose from 24 million u;_:52 million or 
there was an S rriil^ion increase iw the number of poor between 
!!•"> and U'M: Now, I think that is due to three factors. 

Oni\ mflatjuih went through the ceiling during that period, from 
about V- percent up to Ki and 14 percent, when it finally peaked 
out jn That has two effects; Ntamber one, it hurts people on 

•^n^ J*!™"*** AFDC isn't indexed, and so during tb it period 
AKiK" benefits declined in real purchasing power by 10 percent. 

Second, the po vert y rate is indexed for the CPh fn other words, 
we established the poverty level way back in 1969, I think it was, 
and the onlv thing we do cverv vear is index it for the change in 
theCPI. 

Now, what happened during that 1978 to 1981 period Jvheii i we 
hu4 the inflationary blowoff, and you know this well from your 
worfc in other arexs, is that the CPI was over me^unnginn^ioii 
beca\*si> the home mortgage component; and you remember what 
was happening to mortgage rates and home prices during that 
period. 

. ..So. as a result I think we have a bit of n Statistical overstatement 
of the degree* to which povi"rt;> row* in tfe* late seventies and early 
eight ii's b^caiise of the fact that the poverty threshold ns adjusted 

by the CW: 

Clenrly it was inflation reducing real incomes, plus the CPI ikh 
Waging measured poverty that is important during that era. 

1 he third thing: ficonomic_ growth was- strong in 1977, good in 
W7>\ _5irH then it just petered but in 1979, 1980, and 1981. As a 
resuii; ..the ur^nipbynwrn rate rose. People in the f>0-percent cate- 
gory of a\: 25_und older, the poverty rate for them werat way up; 
That acmunts for most of the increase. 

So Mwwii inflation, the CPI measure and the disappearance of 
economic growth, you have 13 million poor people from 1978 to 
1 9*1; The poverty rate went from II to jfx 1:1 percent. 

Now. to cornet that whole mess, unfortunately we had to go 
through a recession Now. there may be some around here who 
know magic ways it, ^ use inflation to gfr away when the economy 
is bent out of shape as badly as it was fey 11)80 or 11*81 in this couri- 
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try But :uost ifi»iH':iiiM> iii t;Sw middle of the stream, _ most people 
who inderstaiid vrt.il wa>guiri«oh. agree that sortie bind of correc- 
:.. h iri uiir rsioriet-irt polity and in the course oif our econonuy uh- 
:urtuna:i'i> hud to occur if we were to get back to low inflaMo/i arid 
Mi';>Hv tvonoiriic growth. 

XJlxidy bawled that, hut it would have happened if your ^andi- 
date in 'li*'*** were elected just as.it happened when President 
Kem -?i v.as ejected We had to ^ through unfortunately, a reces- 
sion r hai aid dri\v up the poverty rate in hfc»& but I would be 
ha*>^v * j Uik^ an invBta^uin to come. back, here arod testify next 
sjVnris.. becauK 1 I am absolutely confident that the poverty rate is 
going to ovlirie dramatically for l!*>tf for two reasons: 

One. iii W>-1 Inflation has disappeared ahifi we aire hivi going to 
^t*t thi> distortion in the measure. s ; _ 

Second. :> milltjii more people got jo»hs. real incomes were rising; 
and the rtve^ion w;i^ receding behind us. In that -^percent eate- 
gi.r> oi" working a*e people, the rate of poverty is ;;oing to come 

d' »^Vfi 

Mr Matm I 1 hoj^ vou do come back in the spring of next j-ear, 
V Siockrran. and testify, because I would like to see if your pre- 
dict jort* m- any better than they were in It>M when you testified 
t>rj«ire thi- verv *arne a.mirni* vzv. - _ 

I» vou nvalf when vivu presented the Presidents economic recov- 
er* program, vou d.dnt taik about the fact that our country would 
have to iib" through a recession; that we would have to have 10S5- 
jhTo-ht unemployment rates; In fact, you were saying that by 
having, those massive tax cuts and cutting social spending, we 
wou! I in fact have ah unemployment rate in of 6:5 percent. 

You made a number of predictions that we would have economic 
g'lswih all of IMS'l and 198:1. So I hope you do come arrck in the 
spring of next vear and show us that instead of being inaccurate as 
you have been" over the past ± x ^ years, that your predictions will 
have -a little hit more accuracy to tfoesn and perhaps we can all be 
very happy in that spring period. 

Chairman Ram;*:i~ Mr; Anthony? _ 

Mr: Anihonv. Thank you, Mr. Chairman. And Mr. htocfcman, 
welcome back before the committee. 1 would like to call your atten- 
tion to your testimony before this committee during the UTth Con- 
gress 

I am looking at part 1 of X. I would like to. read just one para- 
graph. This is in regard to Mr. Matsui s question concerning your 
.rogno>is for the following year, aild your offer to come bac* in the 
spring 

This is a (,'Uote: 

Wh« n ymi haw - a period in which more than $UH» IwKiom i* *pent by the Federal 
Koverntmmr tK«ii plSniif-cl. it certainly ha> to bra vrry me^i'ive, a very ad- 
vers**, a svvn (lisTMuratfintf *i#:rial to the financial market* 

In the l&U't part of your testimony you state fhiiil huge Federal 
deficits will create disturbances in the fi^h'tel mark ka; and will 
have a negative impact on inflation and economic growth. If noth- 
ing dramatic has happened by this spring, you will have the oppor- 
tunity' of saving that instead of having a deficit rjf #HK) billion over 
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a ^year periodb there will be a $4(H) billion deficit. This would re*> 
resent a fe>i?fjld increase. 

If you have a fourfoid increase over i^eihing that you said was 
n oihg to be "yen- negative, very adverse; and very' discouraging," 
en I would like to know how you can return in the spring and 
>a> that there is improvement: 
i forward to your testimony. 
Having saidjhis; I just have a lew simple questions. 
Do you agree that poverty fr.,%s increased? 
Mr. Stockman. I think I have indicated that in rav testimony. 
Mr. Anthony. Does the administration plan ahv legislation to 
reduce thai ^ poverty Increase? 

Mr; Stockmxn: i think I tried to explain fullv how f think we 
reduce u j_n each of the Tour categories , and all of them are re: ted 
to the central policy of this administration, as we'll its the Congress, 
101 terms 01 what we have been attempting to do. 

Mr Anthony. ! am going to read another segment from your 
testimony. In wnich you state* 

" Jn^l * jj T U>1 ^ toMm t maintain that *ooaf 

^ ru-i ^ GMTOW ***p^ t* ™>i^t the elderly, the varans, the iSL 
^l^-^T ^ ****** *f*«l*-!4iha who &ive aft hid commitments on 
bipwtean n .tioniil con*i***s fjr mor* than 4if yvrars. 

In ^Uiapatiosi for toaays hearings, the CBO prepared for me 
data exu^untng the major legislative changes in human resources 
progra.ns v.nce January Aim . This is the great economic recovery 
program that you are talking about, the one that is going to get us 
out of the rertr^i-;;; »nd slow this deficit down. The report shows 
total outlay change i om 1982 through 198f> as a percent of pro- 
gram outlays. For e^mple, the following has occurred in non- 
ineans-tested prograjns; social security down 3 percent; civil service 
reurarieftl acrwn 3 percent; unemployment insurance down 7 ncr- 

However, in tftie m«ins-Uo/<*i programs, those programs that an- 
definitely ^amj toward helping the elderly, the veterans, unem- 
vS?» , j'^ r - nnd th <* blind, the following has occurred 
AhDe do >n puircent and that's not taking in consideration the 
^o^percent cjt m benefits in Arkansas; :)kzI stamps down 1U ^ 
cent; child nmntwm programs down 2H percent; title XX down 22 
percent. 

So I go buck n<nw to my last question that 1 asked previously 

tvw* irt * h * ^ of rewritsng prttmed agency budgets. 

VI Ben_the M&sident present- Itw budget in January 1984, aTe we 
to c same thzn that the administration continue on the same 
trni ;. and that non-rrvcans-tested pru>grams will again go untouched 
atu ilwtt the next years bud^t will propose that ror rtnfet'Wtod pro- 
gratis sustain the severity of th# cubs thai CBO indicates they 
nave reefciyw in triie past? 

Mr, Stockman. Well, y^u have read a Jot of statistics fri< I am 
»i it Mire what they prove or their relevance to the dijwussLn here 

You fceem to be saying wo haven't cut non-neanate*u<l t> refits 
^ocial insurance, enough. Well, S haven't seen a Jot of !eoder?hip 
from your side of the aisle or you in particular to do vhjibm 
oboist sofrve of the e*c***es that are built in»o medicare and- 
Anthony* Would you yield *i that point? 
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Mr Sr4** kMHN I want to finish my answer. 

Arf niori as you and JIM others volunteer, it is obvious that \>ve 
ci<* j*. something to reduce the. deficit. improve the" i^Ivericy otf* 
V • t :/rids by tightening up medicare and by having soiile kind of 
i: .iuTsoa on cost-of-living increases. 

51 1 Anthony Would you yield at thai point? 

Mr. Stockman. Sues 

Mr Anihony. Vou sperifically sai_<£ Members of Congress and 
th«^n you said_"yoU/' pointiii:: to nw. Would the a^minurtration sup- 
port the efforts of a hi parti sir?, group of which I am a member? J 
nwntly attends a press cor/^^nce, stating for the record that I 
would be willing to cut 2 per;:er<tage points vVf non-means entitle- 
ment programs, while /\* th*- s?i>ie time cwttrng 2 percentage points 
off the indexation of taxes Wouid you support this prajp^sal thns 
\\'jf if we put it oei.ihe flbni ' 

"Mr. Sfoc km a n . We! i , I obyi-msly Mr. Anthony, can't sp*i'ak for 
the ^idmrn titration and the President, 

Sir AnthonV: _ Would ypU-J^JP^^vl.^.^^^^4^< f*If***l$\$'2 

\!r St«k*vni;\*: Weil; I am not going to give private advice in 
pu_!>Jic\ /r.it I will- 1 — 

Mr r S'TMoNY. Then don't criticize me for not ciffpriii^ some sug- 
gestion when I have publicly supported a 2-perr ntage point cut. 
And do you know wh< re f»7 percent of those cuU in spending would 
came from? Out of .social security. These cuts are a fairly hot politi- 
cal is>ue. So don't look at rne and critic^e me for net being xvilling 
to offi*r sortie Mjlutions iu the Congress or to the Naik n. 

This administration does hot have the course to puh" ; cly accept 
its 5 resjwiiisibjiity and sav tha* ^irvthing has to be <Jv>>« And you 
s;?y tfot 1 have .qiir#r.v«? you a lot of statistics, ¥oif gave me a 
warr^iv cbnceivR'd paarkifS* tha* ! have not had a chance to study 
and that would iiikety tiifcMi st :it^ician the reft" of the vi\>r to ana 
l\7e. You say have a {X^rce; vrJ problem. Coj^ver&» :\ ibi: r &i « :< 
the memfcef* of this . ommitifee l)\ink thai -e have - <v r , >bm 

! %vill j/aKt close with one adnwjmtion, Vou haw ^r. <« ^v> jn 
page l"> (if your prepared testis I ^Uggestt thut >l?u miKii*- 
grapb. 'ttat chart, send it to all ihe Simtes and ask them to send it 
out with all the ™\ar>^ tested prb^rmlrri cheCfe Vqu have stated 
that ifywi* constant dollar benefits v/erre spent in ibSS; however, in 
rea); terms bifflitifitit v \\icn serve tJ6 reoiuce poverty i ^se *? 9 perceni. 
I cm H y<»u, _people in ftiy St it- wim> are dependent on these pr> 
grants <Umi » ndrr>tard that Save helped them !) percent 

Vljtj have £cf a .filing |ob to Ao so I would suggest you take a 
look at truit d*art and send it dsfoix there to them. 

Chairman )UStG£^: Mrs. Kep/rielly, 

Mrs. Kksnki i v, Thank Wu. Mr: Chairman. Mr: Stockman, very 
nice to ouvt you. and I appreciate your taking the time W separate 
the AFIX' group into two parts 

We joften just loiok ar the problem as ovioriieii with children. Mow- 
ever, I have looked on page :i0 of your remarks, and it says inters 
esUnglv enough, the data— and t am talking at >ut Bine and 
Klwood— show that two^thirds of the women_^te ** a 
result of earnings were mothers with preschool children, and i\\ey 
rondadcS ihni having a pr*^«chool <Y\M fcs rrot the deUrtefllt to 
working oh- l s way off welfiUf. 




rhi-n; farther *\m>n in Uu- iv \t paragraph, yiwi s;» , we know. too, 
thai if women rtveivt- A FIX* tcvr at least 1 years. she and her Vhil- 
{ P' rri jif** *kJ? Jik**H" to_beJiiiii^-iSrni welfare recipients: So I am see 
vvv are going to jpve to look at these figures and try lb put some 
ia v> on them Your charts -how with consistency that hair the 
j*N>r o>-oplr are ^omen with children With your statement and the 
>tudir- you [ .receive; an y«a com* 1 t'J the conclusion tha^ maybe 
:iit*ah> tr^tt-ti programs Jreh't the answer, and the answer, rather 
; ; ia ^. .^...^^.A^VrVl 4 .^ j'^M^. cart * centers and increased traming 
fur women because they ha: v only tc*w level job skills, or are you so 
f^ii^.^Mv* _^heh ioti I noli at thi> issue and see the consistency 
fro.m SICli i__thronj;h_ ISM ' rial we are going lo have to increase 
AFI* benefit > because n. real terms, they have gone down bv :W 
percent and we an* talking alwiut children? 

Have ue got answers t » this other than to sa* the figure regains 
constant and nhos<vw////n//'n are fxnw* and those* children «r«« duo-'* 

Mr Stjxkmsn We!// / think you have raised a \? ies- 
ti«»h 

I _ f riHl t.» .i<i<Jrcr niii t not obviously in enough de r ,' \,v tes- 
timony 

I only mv this \i carvel y because this n> ail new --Njrmatnh 
and de^-rvr- nUhI' :,y e\j -rts, and I am not .,e of them. 

Hut. a- I l*)k <?, wh it it says that ~ven amon* th* AFT 
jxipwla'iiuti. there are rral'iy fwo distinct r ou y>. Ttere *s ir.e grot • 
that i> tenifk»rarily oh due to earnings deal in e or house' iold break- 
up, bat ib y exit the AFDC rolls within a jvear or ;w<>. ami are 
back into the rnain>tream supporting themselves or m intact 
hou^eriold.* 

There it .M-efTi.* to me your pmnt about child care for that group, 
the in and cut. the temporary participants in the program, the 
temporarily poor, i; you wj||. f ur that group it .seems to me any- 
thing that can facilitate finding a job, holding a job. improving 
skHU and therefore cai^ biliiy in the market will i • very helpful 

For those; on the other hand, thai th^se numbers reveal are per- 
manent /ong-irrm, chronic* it seem:* to me they need more incoijue. 
ant ^ - )m ' {i \ the thing* tfu.t w<* are suggesting is that just _^HH*aa>: 
they art ou AFlX! Ill years doesn't mean the number of Withers tf_e : 
clihed over thai III y<-ars. The fathers are aU ; till there; . We da 
K. novv «hat the rale o( child support obligation fulfil I mieM is abys- 
mal K low, and that we no'-d better public policy in this country to 
make .^ure that that potential source of increased income ifc ncde 
available 

Tiirre aiv* a lot ol other rhinos you could say 

\lt> ^{ksnk.u.y What __;;L jo* numbers of children'* 

Mr. Stvk kman I am talking ^ about mothers and chi ldren. 

KknnK'^vy. Numl)ers of children ()!>vuRJsly if then* is one 
rhiid; you r^gwi get u parent or frieho to take the child Jf you 
have f 'm>. y& nupttW gi/> mto ^ong term: i)oes the stll,^ hn\.p. ^^y 

,V1r: SifM kvan Yes. I think then is one dramatic iimrnib^. J'i i|h u 
lafj:^ family problem Amiii.it female heads of niiis •••" , »lds y/jth 
iar^;. families, I believe it is five or six childn^i, ^ ^ are 

poor. 
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__^ ain * _^h.^L K"*up__*iii^_ to _fuivc- a different answer than in many 
o! the other casts w<t« are talking about: We have got to sXop swjng- 
jH&'tt jniiiiqii size nmmbers at each other **hd get down into there 
and find oat what the unique ctorarten^ics and purees of the 
problem aire and how public policy, hether it is better economic 
.A^M** welfare J>^e iv tr.niJd help irnptbveeach individ- 
ual type of situation: 

Mrs. KknveLLv. I think that is? something we agree on. I know 
you are late. 

Where do un< :5npI(Myment benefits fit in? I didn't hear it meri- 

tioru»d 

rr Mr-STOTMSN. h in here. This wou' in hiy calculations 
The (.t risus Bureau measure* that as a cash benefit: So that is in 
^ e Kurearj statistics as a trahsJer payment. 

Mrs k :nsku:y^ Mosa isf yousr figures are according to the Census 
fiinirv. And I have heard comment th3t this makes the figures mis- 
l*: * ^ & and but_ within a year and he 

<vr slli - could be working half the year and then go on AFDC and 
t'ii> p_:t> the figure up much higher than it should be. It doesn't 
retrain constant Maybe Cvm^m figures should jhdt be used. 

Mr Stcm KStAx I wish w* jjad letter data: 1 wisfuwe had ma th- 
jy figures. And we do in a very limited sample. But in terms of 
looking jit poverty wer Tinse, J beli^re anrtuiU numbers 3re ade- 
quate, because it ks ^ rt of a random statistical ; benomenon ih^t 
:J***P!f ^fe tenif:orarily_ poor one year. If tiHey become pei»n*>- 
nently .poor; y*>a will measure them next year or the year aftH\ If 
it is oriiy very tewi^ - ^ry, *!,oy will not be picked up: 

Jrt r ^ ^ When a person is 

married: then gets divorced; w*> see their income goes way down 
>ud v ?nly._ Vet it gets counted that that person that year is not m 
po* ty; The> were living with the husband, welJ supobrte<l, then it 
i> gome. We win argue wbouf thfin, 

Thank you. 

Chairman Rxngkk Mr. Guarini. 

Mr Gi-ARINI. The one thing that has concerned me Is the fact I 
RH^? l ^ aft ^l!* 1 ^ medica! health 

service he* Of coarse, yoa include health m*rvic ; wvriich are 
j nvw^ ?♦*•> , t and so expensive as to distort what tfie poverty 
levei jiiie £ • 

Is it ;:. t ;> fact that this is a new criteria that has been added in 
This^^mt£tf^tibh in determining what the povert; ' le ieyeJ is? 

Mr; Stotkmsn: No; .\: is riot in the poverty line measure That is, 
»* I said beiore. based oh a conwhtittri established in the \&W# in 
which we tsfki\ what deses it cost _w have a TTnihimuxn diet? We mul- 
tiply it iiimm tfiiic; we gel a number for a familv of four that is 

Mr: Ui'XKDMi; Thii^e are all statiKSics Btit Iri the real world— = 
Mr. Stock;man_. What I am saying i& that whem we go out and 
^ r vpy the ^ EopUlidibn Ui_deU^jM..how miriy are under |9,WH 
and to< v mnmy tare over, the only thiing we co&H conftider ri therr 
£»sH inoiww. AWd_ wfcai J arc su^etftfog ts thSt in nrK^tmng the 
l M, P u l fl ^ Dn ¥*??*n_? t .^.^ Kt^tt dard. _we? _ha v«;_g^t i riel u(is> in addition 
to the ca&li tliie in-'fciftd benefits that tS>ey receive, 
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__We V'M.Jrgut. about whether it should be dollar for dollar :M 
cents on the dollar. !?). But jftHJ vvmild agree in principle I believe 
that we shuulcfi include that in measuring their total personal 
income. 
Mr (U arisi I understand. 

But health c;ip service is the most burgeoning part of our 
bud^i?. arid it could really help to distort .statistics when you com- 
pare to^iivv's ^atUtics with those oT 10, 20 years ago. If you. took 
thos^ki!uj> of narnt*Ts out, joa vuhj1<I end up with a whole differ- 
ent set of charts, I assume. 

J" 1 *** ..budget *|H you come forward with any pro- 
grams that will deal specifically with the chronically unemployed, 
the elderly, the young people who are highly unemployed, the four 
groups that you mentioned that you had broken down into catego- 
ries? Are you soing to come forward [and give us some specifics as 
to how we rr?n help these groups? Qr are we jiust going to have ca- 
tegoric cuts agaiiy? 

Mr Stockman. Well, as I tried to et[ :itin here; without going 
back \t \_6 a M oT detail, I beJieve our polices across the board are 
designed to a idrtrss and ameliorate the problem in these four cate- 
gories: You nux? differ in your judgment ci that. 

Mr. (it ARtNi. <ln other words, you won't have any specific pro- 
gram, except we should retrain and we should—we wiU eventually 
get a strong economy and that will put the people back to work. 

Mr. Stockman. We h3ve probably 200 or 390 specific programs 
that adfdress ohe or mother etf vlietw groups. 
QuARf.vi. _^* ew I>?w concepts 9 

Mr Stockm* s. I duv^ t think jJhe ^ is new ideas. I think 
our problem is getting m^re improvement o? value out of what we 
ali/eady have. 

Mr. Grtiuxs; Therefore, we can expect aits in existii programs* 
is that correct? 

Mr. SttX KMAN. Well, in some of them, yes. In btJu^rio. We will 
;ry to make a judgment as to whwre it is appro^tate. We do knew 
tht»_deficit is too big. 

Mr Ouarjni. What program d<v you increase where we have 

problems'* 

l*5r. Stwkman. We will shave that in January. That is revealed 
it our twidge? for i 384. I don't expect it vmIJ change a lot in 19SJ5-. It 
* pretty cfcear aftvr X year* where we stand in terms of programs 
♦hat we have wahu^J tc prefservss those that wo wanted to 

Mr. ittiAKfKl. Now, in discussing the poors plight, havi yet* ev<?r 
done studies m to distrib^tjpii of wealthy in our country as re- 
gards wh^t has happened regarding the various tax prr^rams we 
have had in the last 11 ye,» -* as to the effect thai it bai fiti distribu- 
turn of wealth. 

Is it true that the rich are getting richer and the pcftir are getting 
j:x>orer and that the line between the two is becoming witch clear- 
er' As an example, I knov' that in ISKt, according u> CBO* If a 
person was fK*ar the poverty Itne of he would have a net 

i *ss Under tHe Tax Code of £l40 t whereas if he had $89,000 income, 
h would »i»vr a net gain of 




New, tteni-iif* laws so structured and isit C oiur economy so 
goir.g in the direction of the polarization 6F the wealthy and the 
poor? - 

Mr. Stu»lkman. Well. I think it depends on wixat yoa want to be- 
Jl y^-^^itp believe that the rirh are greeting richer and the 
poor are getting poorer, I cm give you some statistics t? j^rqvc jt U 
you want to believe something else; I can show yoa some pretty 
^Y^noe that is not ihe <use at all. 

Yoa are talking about great areas of debate among scholars as to 
How you measure the distribution of income, whmt do you coant as 
income? There are multiple answers. 

Mr. Gl arim We have been able u> talk aboutt wfeT is poverty. 
Can we talk about what is wealth? That is ifrfe >oPmr s!^ of the 
coin: We haw only so much water in this giasft W<* mnvt to \i\istrifcH 
ute it to the peopIe oFbur country. 

M r L Stockman. That is not true. I disagree WM\ .that I disagree 
w ith that metaptaor entirely: The wealth of this $xHi r ^;ry isj/iot sta- 
tionary or static. It has been expahjing steadily time: And 
M : th* P^^ary factor : that reduces the number of people who 
in an absolute sense are poor: 

What we heed to do is make sure that the water level in your 
glass is rising, as strongly as we can .feet it ^ hapj^r Jn^ In the last 
two quarters in has risen at 8.5 percent. Now, that is going to do a 
lot of good. 

M; 'kxRiNi: i^u are talking afeut JNP. People back home 
Hi it don't have i< *d t>h the table, that cannot pay their rent, that 
don't Jsaye enough fo^ aire, whatever, they don't 

um eivjmd n\\ these statistics, because they are fiiving in the real 
world. They say "Wu^hrngton is 10 square $m\e& of fantasy sur- 
rounded by j he real *drlci ' I go home eyer^ weekend, 8 see real 
abject pjaverty out tf .t -^j>eople are hurting an j hurting v^ry, very 
b>djy. There are bom^les* people wandering the streets witJiout 
slveher over tht ir head, mudi less food to eat 

W* " > f programs are we going to ha-* with those kind of 

F 1 * luppon a^'hate^^ the hcwnSe-i 

3< hi&co&ztre which is bein^^oposti*? 

-.ma*. I am iuot verj kex?i oh Wfojte H use conferences, 
t}**'- tte _fejftijis J^_«*p8fr ^f jlbetfi_ we hay*? had ir^ the past. 
Thtrv lot of talk, there in. a let of handwringittg: J am not sure 
they lead to > any solution* We have a dif'lervht vrvr*NiIary here 
Yoa say what are yoo^ doing? 

Well, take the homeless person. TsJce tfic> steel worker-- — : 

Ml. (1 i { a MSI ._ Ti&rc a re two Sui I I win homeless, wandering the 
streets at you and I art ^irirtjr. right now. 

Mr S- x:kwaN. We c; *y alk for hours in here the dif- 

ferent «>ro^rarns that wt ii^ve, whether tbe^ people woW[d te eNgi* 
ble T if they art* r*bt, what rould be fee to make them eligible? 
That point is we have stich a vast structure of prbgrom i tfcst I 
don 'ft believe we tu'ed cny more, j believe we n<xd i.o look at what 
welhave and make aure thai it Hoes n better job. 

Mr. GuAZim If the ^nUen^r. would yield. 

tow-income housing is betn£ cat out in our country. 

Mr. SrbckM kH, That is hot jti5t right. 
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Mr isi 'AfciNT S'f !<f* monne housing Ls being built in our coon- 
i ty We ,uvf wucbers aiii.il ! ihiri^> ifaal are going to create housing, 
i? di^n": civiEt? housing, ft make^ the situation worse. 

Mr fire* "kma.v W*? coui'dj debate that forever. We do have 
L riiore unit-. fuitei&ied iihits, today, KetpihS people who 

:«'• hiding; tiv.i-n ki» got here in Now\ that is up. But 

if //.ii i»> a>h»tdef ;t down, I gu«*ss sou; are entitled to. 

in <i nG?;;ung the various needs thai we have in our economy, or 
ciu _\ uu i h i n k thai it should Ive la isse/ fat re? 

Mr Stck.vsian:. W^U.j>bvioUslv _<i)V\ rniwefit ^as a role. 

Mr iU \Kisr All ri^ht. In other words, assuming that you were 
!iv:::> ; p the Ili'&fs. would you think » it would be h?cessar> r to 
have pump priming and WPA and CCC arid RFC 1 and lift**? kinds 
oi prugrums to ^et our Nation moving ahead, or wocki ymu be 
against it? 

Sir 5t<* kmav Well, after looking at the record oif history, I 
wivuid he against it- There were more people unetmplovttf in i51& v 
alter t bt»v did all that than I here were in i li'M. 

Mr ih \kim You would let the banks fail; 

Mr Sit m kvsan. No, I would have done something different. 
* . ! 1 r j > Lh ^ r< 10. 1 R e I t£f t Ts was Jt>bqet a ry pol icy , the i n t er ha- 

mmai financial situation, protectionism, trade barriers, and a lot of 

thirds 

bat there is no evidence, and riuJst jtfhotars would believe that 
al! that shuffling around that was done by Harold Icke^ amd the 
cither.- really didn't solve much of the problf- m ecbhomjcalily, but til 
did xKiaily. It provided relief for people who Had no jobs. And I aim 
f«vr lhat 

^'r_AJiAK^i. Are you wilJihg to say that people today in this 
country are betteroff than they wen* 3 ^ears ago? 
Mr SfrH-kMAV. I thinw so, 

Mr. ? AM 1 ^T*V >"**y J*'J]JiT*i? l P_^4>' * n; *t wp ari * winning the war 
against bomea^sness and the hunger? 
Mr. St*k kmast Yes. 

Sir. (U akin! We are coming from a corr:lrtely different tfjrec* 
tion. I invite you to visit my di>*rict w< 'inv:* nnd sen* what the 
real . world is. 

Thank you 

i"hairm;i,n Kam;*.u Mr. Pickle, 

Mi Picxu>: Thru.k you. Mr. Chairman. 

Mr Stockman, it is gorxi to sw you agmn Yoar testimony is 
always jmport/Tht and usually helpful to us. And it is good to :>ee 
you hack with u,«j. 

In preparation for this hearing; our siniff put together a little 
b(X)ftlet_ ;> i which \\vry pointed out that social siicufity cuts the pov- 
erty rati about 71 percent, or li'A million aged. That is an enor- 
mous amount of people 

Our staff also point* out that f*f) proven f of the people or the fam- 
ines receiving sociii! si«nirity b**nefits aren't necesssarif> poor fami* 
lies <vr ^x>or pebpie. And, therefore, they have concluded thai ih- 
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creases in >ocial Mvunty l**nefits per j*\ do not necessarily reduce 
the poverty level or that it Wa^hot the most efficient way. . 

^te^nt_,j¥hirti_j cmctir_mtb in L general, I rnust 
&ay; though, that I assume that that does notjnctade cost of living; 
bemuse without tfc cost of living :a Jot of people wculd be shoved 
into poverty and; •herejore. if that statement pnsicaliv is correct, I 
u_^ume y*.4i Would agree that would not induce the cost of living. 



Mr. Stock ii an. That is. correct. 

^Ir t 'ikinTO is an issue with which 

you are more conversant^ than anybody—the proper induoc for The 
cost of living. But it is ciear if we didn't have ah index on benefits, 
each year more^elderiy would be poor, 

Mr PickLk, What I am trying to £et at, and I would agree with 

• ^ ] ^1 1 Ii?inS J_s_^_ vi 'iS ™i*?'MMil P^rt. 9f tH>e 

social security program; and other prx>grams, like* A;FDC; bees<ase 
they must somen inflation. 

Sww; this is really f be question I aira trying to ge. at. The propos- 
al twuhg made bv some m<?*rnbers of this committee that we ought 
to now do s<>rnething about the entitletnent programs, and that we 
ought to find some way to control entitlements, basically throt^h 
C9>1. _pf JlV*** _P™* proposal has been that we would have a CPI 
mums i percent; 

_ Nbw L with your background of saving yes, it is important that 
the cu>t of Jiving should not be part mi thr* social security cut, it hp 
to be kept us active as possible, how do we balance that \viib some 
attack or _^nie appracit to t enijllpi 11 program, which is one 
of the largest expenditures inthe entire Federal budget? 

Mr. .Stockman,. Well, Mr Pickle, I think there is nothing that is 
ever absolute; What I intended to «iy t and 1 think you are saying, 
is that over a substantial period of time vou de need indexing that 
will nmintain the purch^ fcj*HHr J?St I Al§° 

that the CPI may not be the best measure of the cost of living.. 

_And _vw <^ knw from_ 1979 to 

•Jt>S± the benefit were-over-indexed* they werv^ndeied too much 
by the lMikuLge of the CPI. And we know Uuit people r iming into 
the systtm in the IfJHO's have a higher replacement raters a result 
oi some erroneous changes inade back in the early H/7U'i&, which 
will tv corrected when the 1071 ansmdments are fufiy ftffective. 

So I think in some limited sen*e, for a (limited period of time, to 
bejj> bri.Hg this whole thi_ng_unier control and_ to help insure the 
?oiv*ncy of Jhe social security ford, some restraint, not elimina- 
tion, rot deep c_uts,_ hut some temporary restraint on the (X)LA 
whuni -a ill not undermine 

Mr Pi< kii:, Would you make any recommendation what thai 
k >u Id be? 

Mr. Stockman, I am twiu goin$r to do tltuit today. That is i*oroe* 
toing that you wou^d haw p^j^ 

Mr Pick t>: It is vm ini^rtsant to no^mfotfrs of this committee 
pho Members of Congress, and.tfe sidmM^ to consider what 

approach we cam take, if we get into this arm 

Now, I come Back to the has to Ybu say vth, cost of livir^: mutt 
be maintained for ocial Purity, for the AFDC, perhaps fsmr& ad- 
justment for SSI. Whit; y^d say it is important. Now, at !he wir\t> 





linie wu : a\. \ i _ j ir*r 1 uif «s we ujught la riiaU* r^bisrie adjastmefit on 
ihe-inde*ing or CVl 

Sow if you don't take the position that you support the CP1 
minus two, would you consider, would you yomxssem on the recorn- 
mentation thai we have made and enaict^d into Law in the social 
^vurity program that wv would give the CPl less wagies and prices, 
ha*ed on the tTi: 

Now. that i> in the law. Could by ^ppr^ch to tate fo 
evt-ryone' ^ r do sou have a isw^ _W* most get into thir 

area I r>v ; L: to find out what i'S-si way to jjcv 

fclr KMAS Well, Mr. Pickle. I cannot neconutuend anytJtu"^ 
hef. .r: official policy. But we have looked at all kii7»tf r 

var_» i ? ^ >^>er of wages or prices, iVl minus. a lloor \h) X < r 
whK-. ;<*. ( 'i.'I would be recc^r ;/ed; the first percent; or wfi?.;/e\^r: 
There are a lot <rf ways to d j 

1 thumk it is not a matter of technical itu»s. Jt is a matter u;! poBit il- 
eal consensu?; Unless we have a political cto^s^nsuSv we slHuu^-dh.'i 
try- to dv anything becau se we ir.re simply going to get ffw tola 
people uf this couatry worried for no good recesan if we fctfif'fc a 
noisy debate down here a&iyut who is i^i^toJ^elp Ihem or juift 
them You know tl*at. Mvd you were instruitJental in overcoming 
that deviate in the \HKi major bipartisan package. 

So w hat j urn saying here fci> yes, tr^re a number of re- 
stni/uits that could be applied as soon as both parties and the 
speaker ^> willing to sit down and rigree to gorituethirg 

Mir PirKLF Thank you, Mr; t'haicrmam: 

Oiairmah. Rangel. Mr. Thomas. 

Mr. Thomas Thank you. Mr. Chairmafi. 

Mr. Stoc kman I have enjoved some of the rhtttiwie that has beet) 
^*P**nded here _toUay. X won't ask ycu whether or W jou *ouW 
support hincoln in terms or* hss design to twoicj the Union together. 
Bui in terms of' some statements thoil you feive" made. I think we 
really have often times defifjitiufml (prefbiems. 

Your statement, for example, thai emnomur growth would reduce 
piiverty. 1 would agree with that, if my frit-rids vould agree ttat we 
amM have a constant definition of poverty. But wlw happens is as 
economic growth Jjiiwas^.. and the quality o! iife of people 
changes through that economic growt h, Mr. <i* nlU^n of pove^v 
changes, because 1 think t: yvu take a tiiissic • _*fite of _;i poy 
fam-fy today and examine th* 4nat«-na3 good . Mv; : _th#»> have - - 
that condition of poverty that they would be si - Afi*** as middiv 
income in the late l c J40s or early ltr»Os\ Arid, i& ; _m> tvr of (bet, 
'hey would have v;nrit*u -, tnaterialistic good* ikM wvre unattainable 
by anybody »n an v/arher period of time. 

So, I wish you luck in arguing e» ouomic ;jrowtfi is going to 
red tier poverty. brcaLsp as you art 1 working if* increase th* ecofvom- 
\€ growth through the program** you sire advocating, thrre are 
others who are changing th«> defi nitron of poverty > and they are 
somehow able to stay ahead ®t you, 

Bat pf v rhaj>s my bWesi conoem is the ni^iikoiip of thowr ppdplr in 
t»vrrty _ IS^au^.' as I look at MtAti»ii_CM_Htic| ttitot tnaUan i .l*w»wt»d 
tc me, and granted we wouid like to have something ctiier than 
census and r»*aybe wff iug9jt f q go out /. ^ operate on an anecdotal 
basis or what i hav? seen in r-;^ district — m mutaer of fact. I 




:£;i 

iH* you a story of an automobile dealer w^d was abed^teSy 
shocked when a f e l km came in to him ib; response to bis advertise- 
ment for iu*todial ..feiyices and L^he jrt-ntjeman simply walked in 
and :iaid, "Let's not beat around tfte buslr, if yoa can give me 
Jli.WU iii_et I will £0 to wort; 6f hot, I will stay oh the prograra I 
.tn-> im:'' berause il would t-iM? tiuM nmch iii^ej" calrtil&ffcd W> put 
fcm ahead, hither tha*: in r^imi&ie to do nothing. 
_ But in»tc^i' >! jlw^'A^J -sioriet or tcjli_ri£ you to come anui visit 
my. district . » j ;vi r-i a feel for what is gcing on, Urf s take a 
look at the makeup of ui. ,•-.*» people wlho are poor. And this is prob- 
ably the thing that eor ^rns me most, because when you examine 
tlu* benefits available under the programs we now have in effect, 
riwe and more yosu see single-parent farm i lies headed by women. 

ti-eor^t- i Wider in a book, "Wealeh and! ftwwtj/* written in IJ&l, 
I think; puts it vrry clearly. Let me just give you a couple of brief 
paragraphs 

i:«(t*_iUj.V_m h pfL**!*^^t? fal *t *gr U't a rhancr tor in*i?pettd*iK* in an ipmif^nt ©f 
Ut \r»n. tiw K>u>in£ mrdtcinr; legal aswitaiicr ami a cfffmbtnaium of p»vm«\L> 
iuufr \>m*i sUirif* »tih xr^r-rai hundred dollars a month It S& «i package far Wyond 
ill f^ffiinS: i\ip»* " 'tv «»f_j|iv & her inailii* a^t^ntancr^ an»j it «t> oCfrred without any 
ivi^utrrrrkT-Tit iif '* Therr isr otj.Iv i*r* crucial dabdmon She musi bear ctfi iiiigit- 

When yoa examine almost a 7*)-peroent increase in single-parent 
faimilie> during the last decade, and thai such famUies how cohsti- 
^_ute_ 1 H_ _pef c«i t _of _al I famUjes with child ivn, .then _youte^n to ex- 
amine those numb?ry in particular: The iracrea^e in separation is of 
parficuUr concern. 

JVuvlv Chapman, former Ji rector of tbe U.S. ( Vnsus Bureau, 
>ard: 

Am-ms bU&k UffiiUr*. where tterri? ane 22 ^js^ated fetKMfi-Frc-Q;lifti) mimd 
l**nwfn> in jS^'Vl; rh«' i«*rur^ *** up fruim 1 72 prf t&miawimif in 1^1 f*W whs***, the 
inert- fn>rn_^l fiji ?J_ per Nor_c&h w httvonaluie Easily life crowing 

number of <njt ^f-wrf&fc panrttti jhait aa L a _pnjjwt*xi of ail bafth* ru** from 5^3 

4.erit_m ii^> to !♦ ^ rcrnt »n lt#73 t whiW for bbck^. th* nutnteef ifnue from *£2 pr*rrr>t 

m io_^j>i-fvrtii in M"^. 

of »u^w. j* MiTRi* in divt*r<-« ; nrfsteu' ift.uvn out^^-^^Uock jat^thii thrn r»*>» V*« a <rm- 
< OFhrht r>^ ih »«iru?le ^ UTtiit famifw*^ »J prrcrm at them, 1 ia*< pnji«ia:is«^ by 

Mr Chapman .ar>rue*» that lon^-term improveineSt 6r .the. inner? 
City cultuns^ di^H-nd^ on deU^gitimati/ing cwitof-wefilock births and 
l'»£iiimaii/in# marriage, even within tiw welfare Jt^stesn: 

My nrhcerh, Mr. St^fcrnan, w the attempt* and direction by yx>ur 
^tiin.iKtr^tjon m ®dir .m whaa j colder one the fundamental 
problems tiif poveriy in this co^intry, and th0t is » welfare uyttem 
*hefe kno vin^y or un^ we are 

insidiously adding to those individu^Js on %H>vt rty, 

And I Vhink ^-e shouts ^ilk about thoaiv )yrjple who thro^h ho 
fault of their tmn s?m4 up ho'-ifle^ unable to care for ttoenv^elv** 
Hut w hat «^iiflc?ii1y_af5* w I okif;c at in t4prms of programs to re- 
>>^vw;hat o\w the ^jiit d*^?& _*t*B_te**il in any_ oi^iniof* 
most j ificattit factQr.« ncrew;^ the timkcup of ^ngle irtdivid- 
uals on pcven^j a^d that & a i^yriiiw «rhteh er.iittr^tMi people to 




under trw fmn : n> U ; vt ; l in the I "rated States, because as a 
matter oj tact . it pay > t < i be p x It 

Mr St<*~km*n. Mr. Thorn;*?; I R&ews the answer that i would 
tTL\t- iii that .question is that it h^ been apparent.!^ almoin every- 
body from the n^hx to the left; no matter what you r ^iew on 
trv.rur that the AFDC pn^r^m per >e ri«*eds ba^c reaHnerrierit 
v . riiiit ur,il i v and t H** jj^^jrirty^f^ fy>r f i*n i i I v brers k^jp *if(* apparent 
and dam;i^ f in^ and x> forth 

n d ^ V> **t J.'i?.^ • * * y Hhema ri com rais*sion, _tHal 

I'resideu* Johns,™ commissioned; reported, we have been trying to 
nrm^ about a generic change in the A_FIX\ basic means test system^ 
Nixon tried with FAP one year, and had HP another year, and 
tarter tried u;th ihe\ better jobs and income^ program. 

Arid what bib* uii.'ortuhately happened is that we have fieiw 
tit -en able to c'cnu* up with a design that installed enough confi- 
jt-na' anunii; ^]iru;a(i «wci;h run^e of ^^pl*'_in the (>)h£ress and 
ei*H-where that it woaid i>> better to get it enacted. 

So, here we art* I_r» y^ars later stuck with the same system. The 
exiijerire \\a> mounted a* to the damaging effect, and we talked 
.jU»ut !i \\u* mnrnin^. But I don't think we sire any closer ic a fun- 
da mental ^t-i; /He replacement than we migent have been during 
|«.»7(i u.h**n VAV was debated. And that is because there are Jcnotty, 
d^tkalt pr«ibl< m> of >oeiaI policy trying to design a diffeterit 
^>>tem~-m terms of co>t. in terms of incentives, m terms of equity, 
m. terms of regional consideration? 

So . St- obviously ought lo be iriceh>ed about what We have Jiow. 
bu f *e outfit to be somewhat patient with the fact that some of the 
i * : .-_t hi i rid ^ * m«o ri £ our ho la r_s arid a ri t he Con g ress arid in the ad- 
ministration or executive branch of v^overnment have been debat- 
ing and u orkin^ on thi> for lo years?, mritf we just don't have a Solu- 
tion 

Mr Thomas. [)o you think the dimwit helps or hurt* when more 
and luore wa^e> of common labor are far beL*v the benefits of 
AK[X > , medicaid. ioixJ stamps, publiic housing, public deft jiders, lei- 
sure tiriw\ arid all the other goods arid services of the vnHfnrt state, 
f)oe> that jieip or hinder? 

Mr. SurksXAX; I think it hinders. 

Mr Tnw&A.*. to the degrer we continue the present policy; wv 
are going t0 Have a more diffic ult time 

Mr Stckkman. No, J /itrik we have tnade a n »jmber of change 
that are designed to reduce that preblem. For instance; we have 
said that you can riot l>e eligible for AFDC jf your hu^orne exceeds 
irwj percent of the standard of mt'd Jr you are not eii^tbie for 'fcMfcd 
starrips if your income _e\cef»d* i[W ^re'erit of the .povetiv line We 
have attem|>ti'd to get Congress f/* count sotne of the in-kjnd bem^ 
His in edibility determinations (or programs This has Ix^n i"icc»- 
>v^.jjjlly acceptiKi. mostly rejected. 

_ S>, we are trying ie..5es1 with thai pnWem of pyramiding Ijehe- 
ilts that jmj are _;la[kirijff abtiut. I think we Jl^ve,,!!!^^.^!}^ 
pn^;ri>^ S<n { think there aw OT^^ra&Pv m«rc steps t*iat cvn??d be 
taken il v\*» could ^et them enacifni. 

Mi T mow as Vou iudicuted ran page &\ thuu you have established 
a piw:ram to withhold child support payment* from the income tax 
refunds dt;e delinquent AFIX 1 parents. Do you thiftk thi> single- 



f^«!>". P^erit pnitiltjiii ir greater in the United States;. buz l : en 
thy statistics regardless of color of those who ^re single parents, 
primarily. woixi?n below the poverty level; that the ^dn;. ni tration 
might not want to focus on. a program to withhold child support 
payrht ids from the ihcume tax refunds of those individuals who are 
ft-.* tfti AF1X7. 

Mr. SrtKKMAx. Weil, thai Ls s^ygfeng that is bein£ debated 
downtown We think the most clearcut ham* io do it is among the 
A FIX' households w here ^learly tter*' i*_mi^ri£ child support and 
income that could be available that is not now being eo^med. The 
people who run the tax system in the IKS are very w:*ri»d about 
usihtf as a universal mechanism to collect child f i<ort because 
ik^J ^_ n 9t the intention of pur voluntary income *a% system; I 
think there is a pretty good debate there. 

_ In any event, the naost important thing we ou#ht to do ts collect 
moneys^ffvr welfare m o^her* who need it the most. 

Mr Thomas Well, but oftentimes yo<a are trying to jiet blood out 
of a turnip iri that situation, and the very fact that a family splits 
tip and a mother has the child produce* a poverty* _siti^tw»n where 
I hi- other jxirent is relatively well off, and it is anon-AFDC situa^ 
!_ ,0 _ n [-.} woa ^ .. > A r ! , l^.5"_.^?* >ou in thos-e discussions to understand if 
we do think ^uverhmeiit U a useful tool in society, one of the fan- 
damentai corrt*ction» that we can make is to examine the role of 
the Federal Government in attempting to mitigate the f.j^bletn_of 
the family destruction rather than promote them wit the pro- 
grams we have 

Mr Si<k kman, Mr. Chairman, 1 am now truly late for a meet- 
ing 

Chairman &am.*:l This is going to wrap it up. 

U is an? en sting i> *ee how the numbers of unempfcoynvrrit have 
swell* J as a result .of the>e generous welfare protfr&rtis. But owe 
thing is clear Y >u Kuve given u» enough to work with. We don't 
know- whether v ire going to take the committee aruund the 
country to take i jcok at the^e new poor or those people "hat find 
themselves une< iuyed and hungry. 

But we wxl; u,ke you up on your chaM^ng*- to meet vnih you in 
the spring- But we hop* be/We theft, Mr. Stork. man, that you would 
6r kind "nough to surest to us in a legislative wa>, what Federal 
programs you would »upp »o give additional assistance to cer- 
tain subgrotsjts of the poor. 

The perietal impression we *et from this administration is that 
v mi war.t to leave /ill of th* u> decisions Up to local and State gov- 
ernment I hoi t> that yau would be aibie to come tanck in thre future 
with legislative proposals. tiec^UHe writjfi all the reform that yot are 
talking about, all we see i* budget i_. !ucii<m, and we dbh't See any 
legislative f#wposrJs that would target aid group* of people tfcat 
you agree need more nssisuiifrre. 

So, that would foe helpful if we could 'M a litt'e more specific, 
te^cau^ I d'tii t Jhihk ^i>u ar£ue at Jill mXf* the fact, and a* we 
rrf t*rn fo * r ^ttmmrnitir^. we do find nwr poor people, we io find 
ft ^* people, we do find more older people tfiaii Rave 

p- 1 it And it ^ould fv rtelpfujjo the administration 

_»h and certainly the Congress if you mad*? specif- 
ic t *. « *n.* «• *' rs?». 
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With that. I want to thank you and hope that you would accept 
questions from tjit^committee that would relate to the document 
that you presented to us. 

Mr. Stockman. I would be happy to, Sir. Chairman. 

Chairman Rangel. I hope _ttat we jsiri have excte^es ^thqut 
the formal hearings to see how *A-e can come up with legislation 
that could better focus in oh thonse groups we are talking about. 

Mr Stockman. OK. 

Chairman Rangeu Thank you. 

Notts 

A» noted below, figures were subsequently changed in some sentences. Those sen- 
tences shouldnow read a5-ibltows: _ _ _ _ . . 

1 Krrm $T.'{ billion to $.'{62 billion, a fivefold increase in real term^ in total bene- 
fits vti all kind— in kind and cash, social insurance and means tested— made avail- 
able 

2 By VM*\. when _in_-kind^^ PJ^^iwneTion, IT billion a 
year tn constant purchasing power, the poverty rate w;as 15 percent. 

rf lit constant dollars it only provided £W billion worth of support in 1959. In con- 
Ma .l dollar*, the Cash social insurance provided $195 billion in 19*2: 

3 Thrn if we add in the^upplemehuiry support * hat cbfhes f rom meai»-t«^ed 
ca»h benefits., mainly SS!. the rate drops to 5.6 percent of the elderly who are poor. 

5 Sow. to put this perhaps snore ^ tangibly into perspecti ve let 
&GT transfer payment system inhere v/ould be IT million poor people in elderly fami- 
lies* in thcs country 

f> If you look at the line Wl, what^that says & that if somebody handed oar $50:1 
b.lhon in i'JSl to those who were officially below the poverty line as measured hy 
census, all poverty would disappear; everyone r*>uld be brought up to the poverty 
line with billion. _ _ 

T And after we had mate all of those benefits avai lableth rough a variety, of dif- 
ferent prafitams, the income deficiency, the amount needed to bring everyone up to 
the poverty line, is still $2fi billion. 

^_We went ahead and spent 1*1 biUion through hwe than a doaen major* pro- 
grams^ and we sti 11 had a jot of jxxir people left, and we still had income deficiency 
in terms of moving everyone up to at least the poverty line of $26 billion. 

9 iLwas about $25 billion both years _ 

in The inflation rate was down but dollars bought less in 19*2 than 19*1. about <i 
percent less^ — _ 

U Numbers we have for the remaining poverty gap after everything are $23:6 
billion in 19*1, |2_V4 billion in 19*2 in constant 19*2 dollars. 

12 One. inflation went through the ceiling: d_un^ from about T per- 
cent up to l.i and 14 percent, when it finally peaked out in j_9*(K __ 

13 So between inflation , the CPI measure and the di*appearance_of economic 
gn wth, you i have T million poor peoplr from 197* to 19*1: The poverty rate went 
from t\ j**rcent to W percent 

14. We do have over JM.L**} jncre uniu, subaidiyed units, today, helping people 
who don't have housing, than we got here tn 19*1, 

[Subsequent to the hearing the following exchange of letters oc- 
curred:] 
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COMMITTEE ON WAYS AND MEANS 



The Memorable David A. Stockaan 
Director 

Of f ice- of Kanageieht and fejdget 

*oo« 252 Old lifcutiff Office Building 

Washington, t>. C. 23503 

D*-ar « r . Stockaah: 



O ri be h « 1 1 f © f t be S u be oh it tee Ofi O v e r ft, 19 h it * &d_ t he S ub- 

conuitittee on Public Assistance a ad Un*xplcy»eot Cow pens* t ion, 
«r wllh to thank you tot-testifying during the joint hearing* 
held on hovr^t 3, 1*13- Tour statement was mportant in 
aiding tNe_fi w bcoiaaijt_t«-e»_ fiwifte _tj» caufte and latpact of tbe 
recent incrc-ates in the poverty rate. 

Attached are several -quest ioris ich we. would like aft- 
s»« ird_ f 01 _ t tte record. Tour re*(ponse by December 12, 1911 
wculd be helpful. 



Again, we appreciate your teat 
Sine 



Public Assistance and 
Unemployment Conpentat Ion 

p»/wpi 




At tachatent 



ERIC 
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t»*i.ri«- ir.K- fix-gray £. ar.; th* .cellar* tot eacn progra* 
i". :rri eg-*. ii/iT til lion en 2. 

fSif iniiy&js ir._.TaM_e _i_..if _ useful- To aid our under- 
vtcr.jir.s; *rl3t- -Othel JLSiiitS* into the following cate- 
gxi 41 ?. Sr^i 'C\42*is . *r c ~ lvIT *- __**** 

inrox* -Ivoj**?-' coxf-ensat aon oz d i s^' -1 1 ty_ iiiior ahcej # 
t2i ft«wji:es w.tr. ehiiiiw, (3) _Sar_gie or couples where 
«U rnr*u of the f«eiiy_iu»it are *g« 55 or older and 
U< Other. _ It * fairiJy falls into wore than one taif 
cfcfSi *«'» r i? tc **** * ltst category fitting the des- 

U'ir.i jf^TflTs listed in Ta&Ie 2 under "all. transfers* 
„nV"*,r«n*-t.sted only**; t*veIor the data fro* 1974 to 

;, ot v T r, ( *».t p*rc-nt in JafcW *- Cpapar* to t .he i . i p^r- 
c -,.., n^ut lor _S?*_iisird _ _i_n _T_echn>r*i _*eport . 50 _fro» 
thi l% -risu-i B-friu; It it 4UJL«i«_i _%»h*t . it the value for 
Ih?s tK5t t« eorfarable? __»h_at_tft th* average amount of 
C>_ -» _ic«r* and r.t>dicaid values lor an elderly 

-i r. ii t $r..:iv jau^O an eidttly couple ai>d an ^FOC farily 
w i ti ff.ilann for tht United States **d tor *«cfi 
fr,rc^:^tc Titles - and 7 without medicare and 



T^lii* 1 ( * cf tr * cate«6ri<B outlined in question 

tr is vh* per Capi I a tf *n<lfer growth CDis- 

l- _TaC ^im rt''- CbTpt-r.s^l iOn r M_UC. *'tc,__b_ut_ not in- 
r:^.:.nu .hi-*!tf; jro^iairs) fcr the t lire pencis listed in 

■iii- l*;*, and 1<<£2 to T*Up 13. 

«...-. ^nt.^<-- <h« -toV4 Tatl* 13 *ithcjt *edicare and wedi- 



. = — t - .f w n rtt f tr_*d in quest ion 7 ihdeMng 

filsifr.'^HKoeViit. to CP!. - K* : Jicil cire ihd ill otne.t 



1 £ _ A V..: 1 « r P l .% T ji 1 1 « 1 ^ . 

i i 



M cn<-p w l< S-i-W- 15 3eTahe.5 -hove- without n.^d »cate and 



^votp,,, taf.W 15 ift_defir.e4._i_r, question 10 indeiing 
n.aith Uhef its to Cfl - Medical cave and all other 

t;. hri itf. to cri: 

Kti in-iypir. dene t>y the staff of the Joint Comrrittee on 
ta^tior indirates thai tai-es Cor families with poverty 
U v.I i A'roi^fs h.ive substanfiai iy increat.ea, as a p*tr 
r»ru^g, of incoffe. At the 5ADtr time ta^R for faffaltes 
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t tie- t a * burden. _ c'.f . _f *w\ ft i es be 1 ov pover ty? It so, vha t 
a i « U.<-j; jf net, v*j> n&t? 

14. Wnat x s the aggregate amount of federal income and- pay- 

ro^i paid today an ceitp^c isor, with 1*71 ^_cr J^ 7e 

fajt;iies> acid individuals ijth incomes fcelow poverty? 
Below 125 rretcent of poverty? 

a'.. eAsiy 1*11 ****** fi#-d in l*nn of this Co«*ittee 

*Th* Si>el*l safety r*et *Jftt be #deguatcly 

funded. _This_ include? cost _©f _1 iv i^g_prg-_ 
£"#»ct 4 on . (ox t he elder 1 y i a nd pr ot « c t x o ft re* 
Rftsii unemployed; tv*e poor *nd vHtranb." 

*yuld yc-j *qie*e tV*at adequate fuftdiog tor the social 
saitrty net w?uld I'e^tii** that AFDC feenef'ts keep pace 
w ; th in! Ut ion. 

1*. D i „ Cot -ttchaSk £eetified S _iri s*$*r3 to f^v«ty rates - 

iriiiiie-M adleg fae».l*es that *«e iemaih pessimistic that 
economic a»o*tti ppiii *e will have a ?erge- 2itpacC . On the>r 
po'wetty raff s. ftut pess*»i£«- is &as*d on the 
poverty r e J uc .t J *h ei per t ewced fcy t his. d*r. 09 r a phi c _ _g r oap 
o\-,r ring tht high" growth period at "the late JSiO's and 
early I*7C*s." 

In 1 i g h t o f t ha t e v i d ence , w**t a s ft. u r a rvce & c an you ?ivc 
tha? high growth _w ill reduce €-W poverty of 1 cwalc-headed 
fafftlse* eigruf jcawtly? 

17. eroe j 97 0 to 19*3 the purchasing power of KTVC benefits 
declined! fcy were than 30 percent. Should the ^ r *3eral 
govei h<ic#nt encourage states to keep fcFDC benefits levels 
up with ir.fljat3.on? 

S* . In your testiwflhy; you pl*ce great e*phd?is upon a Wealthy 
economy he in? atl^ to lower the poverty rate., _ What _aw r 
suiinct- do ybu have that once a »0thel_ .with _two o^.thrs^e 
chil^ien ot>taihs a jpu, i*.-t: JW 1 ?*y crr.-rv^ v**»-« *o 

put hi r and her faw§ly above poverty? 
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ExECUTfifiE OFFICE OF TKE FRESSDC^T 



tare 2 n 



Cn*rir- ,: , 9. 3j*qe1 



- Assist**.:* b ..Ti#mQ t Oyme^t Cogens*? ton 
•"n«»Ttt*# r> to*w< %»ans 

nc t ^K& >.f i»rf/t«»<»r«tatlv<rS 

• ? . *' - _ !V n i/igf r r q^s t of _V. afwt^r 1 7 „ 1^3, *r>c 1 CSX3 Are 
r ^Spi*"S#*s Tn in- .4«ff>tion_% jo* 4S**<3 to **s»*r for t&« record tolling. 

I iwiir.wj.t** opportunity to-test ify betrvre your i^cwwittees. c*<$ I nop* 
7 7^ * t ?t**» **c?c*-rHI ,t£te^jl use*-K 



Sincerely, 




Dj*i<? A. Stockman 
Director 
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DeceflCer 9 f I^S3 



S£S fr3SS£ Of 3*813 » ^-S T0CgMS» TO Q QgSTIQaiS-OC - - - 



D*f"*e prbgrifW, t^a the dollar* for each prog*"** *nic~h e^ull $127 
b*i S 1 73* an page 2 . 

The $10? cilh*fl Tin im***«*d mco** not counted "n wiasariftg poverty rl a£ 

M in? II^KISD SCtff ITS M0^7 C0P*TEP *$ jujpQWE 
(4^1arith b~U Harts) 

Sedicire 553.4 

Wedu*itf 52.* 

Hogsmg 5 * stance _8-l? 

Chvld HutHttOC 

and Co*w^itje$ 3.5 
l.ow-|hco«e JKjgc 

Energy *ss>si*?tce J 

$107.0 



Qu estions ? 5n<3 6 

Vojr analysis in Table 1 1s useful. To a la cur understand i&g, split * Other 
itjln" into line faf1o*i<v* categories Hi 1*^1 *i flue H or . i*% 
rfceivinj disability wncowe (workers* cbmc^sation or disability 
insurance] ,_1Z) Families with children, (3) Single ar couples wftere #TV. 
m^rvnf the_ f ami ly _unit are sue 55 of older and (4> Other* if a t**lljr 
r^H into more than o^e category, assign it to L»* 7Vrs; /cits^cr; 
t*# description. 

Prepare Table 10 for the categories out lined In question 2, 

taM.es 1 and 10 *ere developed us mg Census data which are regularly 
tabulated but not published, K*_do not ha*» the data on hand to respond to 
jour questions i_but_yow should be able to obtain them directly from the 
SurMa of the Census, 



2S2 



Quests 3 

2e*?ne progrSiS liisfcea tr-Tas^e^-uTiaer. "a? 1 tfriwSferS* s -tested 

drily." 3e*e*oip the tot a from J974 to 1931, 

J^S^er 



"Me *ns- Tested Transfers" include SSI and pr<«Secessor pro$raisrs , 

featcaid; food Stamps -a*d Commodity i>HtrloatT,ofl_,progr4«Si Cnilid Nutrition 
nouSTng Assmmce ana towlwcoa* name Energy Assistance. 

•Sit Transfers* includes t*e ^ans-tested fcraissfers listed aSove. Social 
Security J*hti fiatJroad Retire«ient, ^lojr^_?*t1re»ent Sma 
Inijrance., Unemp [oyneflt Assist ahce,, veterans Compensation and Pensions, 

,c ? i,*CK Lurng,, and Medicare. 



T*e requested /data 1974-1981 are sfto*n fcelow. 



T«S*Sf£a pAt?€S7y ?g OggtaT SOL LASS 
[billions) 



Total fey i- g**^ 







Means -Tested 


All 


Weans- Jested 




Transfers 




Transfers 








128.8 


S27-7 


$16.4 


1925 


153.9 


35.3 


35.fi 


21.0 


1976 


178.9 


40.7 


42.9 


25.1 


TO 




10.5 


11.2 


6.4 


1*77 


,198.1 


45.7 


60.0 


28.5 


1*73 


212. 7 


48.7 


56.1 


30.9 




235.0 


53.9 


65.3 


36.2 




277.3 


63.2 


78.2 


43.2 




327.3 


76.3 


95.8 


53.4 



Queer i» ins 4, 8. ana 11 

Does the 9.6 percent in Table 4 cj>fff>ire to the- 6. 6 percent rnSioer for 1979 
tested in Tecir»n»ca[ Report 50 *r««_tfie Census 6u re iu. Sf U differs, wfut 
_^_the_¥alue_forJ979 that is comparable? what Is the a»era^ a^nt of 
rrt*rrr>^ ^vr»ri» Mfd'caid values for *n_«1der]y single individual, ah 
elderl* coue)e_in^ an ^K_famt jjr with two children for tn* unilra Sl«ie» 
and for each State. Recompute Tables 4, 6 and 7 without Medicare and 
«ke.W aid; 



SecnmpJti* the iTioie Tittle 13 without Medicare and Medicaid. 
»fcaf»pgte Tabfle IS defined above without Medicare and Medicaid. 



Mo 
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DetaMs ovtne.wthi^olog^.we. used.?n valuing Tn-*iud benefits are 
contained m t*e £>closed tecfiftical-nste, and a discussion of oar. . 
met*v53'5l3Sy '* rezataon to that in Cehsis Technical Report £0 is B*low. 

*s indicated in t*e te^hw'cil *vrte. ins^rinre values were «si£ned to 
Medicare enrollees a*d Meatcaidf recipients, (wedicat expenditures *tde on 
b^r.al f of an individ-il were not assigned ta tnat tndjviitiiai, as sucn i 
^'D^P^PSy.^P^^.resyjt in t?ve Sic«est people t,emg classified as the 
nicest income people.) 

_ _o T ne valuer assyg"\ed to w^caid recipients is each State are.equal 
to tne average Benefits prOvlSH-C-S-tHe. categorically eligible population* 
in tnat-State. Ss categorical eHgiSles use fewer services than the 
medical 'y needy, this technique captures only about 53 percent of Medicaid 
costs excludes the bul* of nursing home care, A list of the values 
uses is attached. 

o Tne "edicare value assigned is a nationally uniform $1,526. 

*r .du *<il tnr sata G" r,jrt-3 to redo Tables 4, €, ?. !3_a*d 1$ wit^^ut 
'*^ l ?K4re ir»3 Medicaid. i-*owever. we do hare information relevant to the 
Basic ^estidn thit Srems to uhderU-? jrour Inquiries, i.e.. does the 
a^ivr-sre-t of Judical benefits rtsalt s« Urae numbers of elde/ly people 
with »e*y small cash incomes being catted n On -poor? 



*_*sti\ of ?4Q^_^_i!!lo n _«as_asst^ned to_persons In i_elder ly-readed 
hous^olds _for_Medicare_and_Hedicaid coverage in 1982. Less.than 12 

percent.of this total was counted as reducing _th* $44,1 billion 

pre-transfer. poverty gap, Medicare counted *g<?~nst tne $44^1 _ pi 13 ion gap 
is sl'gntly less than $4 511115* and Medicaid ii lesstnan J.S billion. 
Thus, medical oehefits account for about 10 percent of the reduction In the 
pr^trahsf^r poverty gap. The freatest redact inn In _ reported pre^trahsfer 
po*en.y among the elderly, therefore, results from cash transfers rot from 
medical •niurance. Medical care by and ]arge seems to wori at the margin, 
f=3'?3. tH ~e close t*< poverty le«e1 *Bor*_the Hna^ rather than being 
tne largest and most critical component of the poverty calculations. 



The. 9.6. percent, povrrty r*ie_in the. testimony 1s sjmilar but not. fully. 
ccsparjsJ? tz the ?e-c;e*t 'St* in Technical Report 50. There, 

are SuBStantial differences in data and costing concepts Between our market 
values and those uSed in Technical Report 50* 

For eiaTiple: 

0 estimates of rental subsidies we distinguish betwrer elderty 

_59h-?!<!* r ijL ^amii )es. "hich_TechnicaI_^eport_Sd does_ not . Because 
elderly f ami 1 ies_,$*e_ smaller* . than non-elder jy f amt 1 i_eSi_tne_ units, they rent 
are smaller and of lesser valye, Taking these d1*fer*nces_ into_account 
makes our estimate of the rental subsidy. to an. elderly family about .26 
percent lawer.than to. a non-elderly f ami 1y with tM.siiK income, in 
contrast. ?h Technical weport 50 elderly and hoh-clderly families receive 
identical Subsidies, 
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^ V eVnites of *jri« itfsrince «*ly«.f6r. Wcjic «jciude_tR* 
- - : os*s o* Ss-«11j persons ^ ttuntullj self -select, into .the 

V^i: 3 l Sepcrt 50 melees ttie -«W«3ittr«« of .tNis_sroup_i_n 
^:-!-, 5 ;. P3 : ns ^r^ce ^!.c. ^ « *" r«s^U H assumes «alues mere man 
ti«:e as **cn as -e -eule per State for t** elcerly. 

?-r wci>ei We ace «3t isi«_t5 co*3ar<>_ our _wtf|Mlbfiy JS-tHit l« 
^,^1 Begirt SO due to utoiguities _i*_t*« .?«poft. ...J« _**P°r? _?!"«* 
t*r** si*f**it mar.et insurance tor ivqicare fcrfjtne .•^•1" -"- 

^!^3 insm-tic**! benefits): *>-PU« S6._it_is ces cnW O ; W 3, 
i- T«li 1* {pace 76). it is snc^n as $1,011; «m in Tas?e 0-2 (page 121). 
rt is s^^wft as 53* C. 

.-,> 5 6 **-rent poverty rate -as :alcuHt*5 cm a ^rs^* -By -person Sasis t>y 

^2ii t n *K* C?S u*lt: _To calculate ^e various poverty rates fx a*y 

,ea> retires t*e collection of data «Nl*u«_to tNat_/«r to set 
*ar.*t values for each benefit: Afferent programs also ~st be mrrtle* to 
n\note the «ti tor each year as the-CK format varies o.er tine. 

M..tn.i income poverty rate *0u1c result fro* calculations for 19/9. 



; as ; e n« w « 



Cogens J 
periods listed in th* table. 



* ;s the per ca?'?# transfer erowth [Disability. Sorters* 
DC. e'e./out not mcluffi^ -*«U*i programs) for Itie Hot 



W** .5*10. ts Ta*le 12 -UN aata added on per captt* real jrw** fe? *M 
tracer* „.^ing nealtn.and for all transfers ..clufli « ^« ^ *"< 
-etirw"t 5*-«^«; As Title U deals .ith the non-eloerly. tn* .atter 
,r ca?**a n^mberi ?ro5i5ly are best suited for your purposes. 



P*r Capita &e*l 

r^»*rrS of - : 
%4n-£)4rr1y 

^n^tUeHy Excluding Those 
in FWate-Heaiied families 



Pe*. Capita ..^eai_Transfers 
fic''u^ng Health 

^'rr Capita *ral. Transfers 

fic|uiin*j Health A Retirement 
», t >n^f its 



3.01 

♦ u .£ 
-8.2 

•1 .1 



Afmaal G rowth Bate 




2,U 



7.b 



7.8 



.91 

♦i.o 



2.4 
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Adi 1975. 1930. **£ 1552 to Tail* 73. 

A-i 195.3 to Taale 15. 

**S«e< 



*s «?ote£ *>o«e. calculations o* poverty rates for i gi*ei5 ye#r_f*%»1res__ 
data collection »nd tssieling unique to th*t-ye*r, Be n^we caUalated rates 
liii ><«^ i as? ^ ^yaair ^dd } 975 19*0 to Taale 12 act 1980 

to Tis" 1 !* 15. Table 13. wit» 1932 data *dded. is belo*. 



(in 'billions Of dollars? 

£re«*eifare - *ea*s-*'*sted __ Post-Trinsfer 

Poverty Gap Transfer Payments Poverty gap 

1970 S39.3 $33*3 

1981 SC.! 81,3 

1932 b*«i '3,8 



Questions 9 afrd 1? 

fttconpjte Table 13 as SefineS ih $SeStio« 7 ifldeting health benefits to 
CP! - Piedltal care and #11 other 'benefits to CPI. 

fteconpute table 15 at fle fined _in question ID indeiiinfi health ©*n*fits to 
Ol - necSical care and all other benefits to CPI. 

Ans-er 

Bitn the eieegitio* of the second colunwtih Table Ili_atl of _the *H*&*rs in 
these two tables are denied freo conpater simulations*. T*> >9co«d_ colwri 
in Table 13 contains bvd?et hungers - Mere thesehisfifcers adjusted usino. the 
MCP! far Hedicaid ar*a tne C?I fdf ijl stfter benefits, the «alu«s would 
differ from those previously provided as sh-ow* below: 



*ejns- tested Transfer Payments 
(1n billion s of 198* doll a r s } 



' Xs Adjust ed *d_J«Ued >er 

th* XntimM* tour leque st 

1970 $33.3 $33.$ 

« 1 .0 *2-$ 

;«.« 
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- - rj r 5 « z± t 'ZZ red-tvo* T *rc*r efficiency rij*!jct*rs ire 

->^;e3 rj 131"; *e^s: r -->-:'tr' : so^_cd':- ,i tft:ors i*i tne conj/.e'" .isir.g i^coPie 
jr- s^e'it 5at<I i* Cerent dollars. Se c-?re^ collar totals so ceMved 
ir^ **e* p^t i-:t; :o>st*nt collar lerrs r?r. purposes cf.co^a>Tn$ results 
.vmnn"- ^eirs. > f»# simyUtiins; t"«; Per.eMts n-r _ tnceie: f-rpn some 
' ^e'rJat >efi*ct t"eir ictja* ialjrS m t*e >e*r_::eing>*.a;nin*d,. Tn * r * 15 « 
♦ "-Jref.jr*, *b" tasis for c^^in^ «Slue5 m T"e. Simulations... If Y?* 
liie c-r^efi* dollar res Jits" *>bffi t*£ simulations^ »e wo-il- 

^ } * * * ; r *" - y i ^ ^ *h . 



Sn *rjT,s;s lo^e iy '"V st** r ' a* tie Joint C-orramee on Taiatibh indicates 
'"■at t>*es *or »g.ni)irS wvtn ppwerty ^wel ei>nin^s *ia-¥j^ ^stantMl ly - 
^r^s-M, as 3 per;ents^e. oT.jncane. .At iiw >«_ ta«e> for fa.ni ' ies 
-it* eirVh-s" ntn# ti-*s t«e poverty _ levei.arejietreasin^. ...3oes^tne_ _ 
Sj-nn'ifatiiyi "ave proposal* tnat wou?a ce£uce_tne_tflr ourden families 
feloi poverty ' si, **H are th*y ; if not, -r»y not? 

As *h«* JL*: staM jt^'ly points Out, inflation his c«u*e*3 iscoise.to* — 
•-res-ii »; >?lo-» t** poverty l:n«. inn enactment of the Econorfni z 

^e-3*ery Act ijf'^il. t^e universal 1y applicable provisions usee. to 
*.empt l-*»-intw persons from Federal **co«ne tii — the Zero Sraaet 
l~yr-~$ i«- -*r^-»««i i>*e"tption — mil c# indeied effective in i93r. 
:dnsv-i-i>nt1>; i»»f' at 'o^.-i ii.no .longer __er;Me_the ._*iJ**_pf _ tHese ! on * ■ 

p^sh^u e^try pMPts into the ta« system Tower and lower In real terms. 

%i S^nistNiTion c-rrently is renewing its fiscal po^cy t* i?re*ar«ti6* 

s>wtSSio* ri* the P* 1935 bucket to the Congress.. . . £>jy_ _ 
A^mm strati 0" ^oposaVs. thus, will 5e announced early ne«t year after the 
Congress cofl*rnes. 



■ Kestipri ; 4- 

i.-^t ^s t^e a-i-r^ate amount nf F^rterAl ncf>.w a^3 payroU taxes pai3 totlay 

'n.r^ar^on -H^. _o.r I97ri^y families jnd ihdi^d-JiTs with incomes 

r;** 1 "* p^irrt}' 1 r, -*^>* 12^ p^rc«nt of poverty? 

r>,>t a.-,^ .*ny emulations of ta* liabilities t^T det^rrnine tn'e tai 
^r-^n-, on 'a-'!ii< in poverty as def ^hec! .hy . the . Cfnsws . . Jhe o.iiy recent 
s» ,:iy of r-:S t,&* of «nic^ Wr are a*sre covers. \* 7 * A C °P/ of 
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&est r »ons ) 5 aril U 



In early 1931 you testified in front of tnii Cbnrnittee that 



"Ine_ soci ai safety_net_ must, be adequately f uncied . __thi s includes 
costof 1 i vi ngprotecticn for_the elderly, and protection for the 
unemployed, the poor and veterans." 



Soultf you agree-that adequate funding for tftssocial safety net would 
reauire that SFDC benefits keep pace with inflation. 

From 1970 to 1983 the purchasing power of AFDC benefits declined by more 
tnan jppefcent.Shpyidthe Federal, Government encourage States to keep 
AFDC benefit levels up with inflation? 



As is evident from bur-Federal ism proposals, t*ie Administration believes 
that primary responsibility for the non-elderly, non-disabled poor should 
rest with the States. Assistance in moving out of poverty is provided to 
this population through job training, employment, social services, economic 
^^y^lopment^ chi|d sypport enforcement and other programs which f bf % the 
most_part_are_administere^by_the_Stat _We_beljeye_that States are in 
ihe best_pos!t!ofl_t5_understand_now tnes^_progrsm5_and_ AFDC interatt «nu 
can ire coorv'tualcu to ameliorate poverty given unique State end local 
ci resistances. 

Because inflation docs reduce tStr value of AFDC benefits, however , the 
Federal Government can play a significant role in ensuring recipients 
well-being through sound fiscal policies which help keep inflation under 
control . 



Questions 16 and 18 



Or. Gottscnalk-teitified in regard to poverty rates of female-headed _ 
families that "we regain pessimistic that economic growth per se will havj*_ 
a 1ar$e impact on their poverty rates. Our pessimism 1s based on the small 
poverty reduction experienced by this demographic group during the high 
9 r O" t n pe riod of the 1 at e 1 9$0s and early 1 970s In 1 ight o ft hat 
evidence, what assurances cart you give that high growth will reduce the 
poverty of female-htatfed families- significantly? 



In jour testimony, _you_pl ~**_$reat_emp*tasiS_upOA a heal thy economy being 
abJe to lower the poverty rate. What assurance do you have that_once.a__ 
mother with two or three children. obtains a job, that job will pay enough 
wages to put her sad her family above poverty? 



Answer 
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Answer 



Recent studies by Bane and Itlwood discussed 1n_my_test1mpny suggest that 
economic growth should benefit female-headed families^ _F 0 r_example, their 
findings show that Increases In earnings accounted for.55 percent of all 
movements out of poverty for women and children In femalerheaded__ _ 
households. Earnings Increases result f rombotH wider_avai lability of jobs 
and real wage growth, both of which economic growth should enhance. 

Nevertheless, It Seems clear that female-headed households are f diverse 
group and that economic growth alone may hot meet ;he1r needs. As I- 
Indicated in my testimony, we need to ensure that, the wide variety of 
programs designed to belp_the_poor_mgye out of poverty _w"p>k _a~s__we_ll as 
possible. Significant strides have_been_made 1n this regard 1n the last 
two years. To cite only one example, Federal job train1ng_programs_have 
been significantly restructured to help ensure the d1sadvantaged_are_ 
trained for meaningful, permanent jobs In the private sector. We look, 
forward to further reforms which will help female-headed families, such as 
enactment of the improvements in the Child Support Enforcement program we 
proposed this year. 
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OU I LSriON 4, TABU A; CY )9S2 MCDICMD VALUES 
~~ (dollars) 

Annual 



AFDC 



Alabama S769 

Alaska. 1.985 

Arizona 9 

Srkansav 1 »074 

California 799 

Colorado 2.531 

Connecticut 1*008 

Delaware _ 2.069 

District of Columbia 4,034 

Florida 1.013 

Georgia 1.068 

Hawaii 1.781 

Idaho - ™* 

Illinois 2.183 

Indiana 3.662 

Iowa I- 608 

Kansas 2,038 

Kentucky 795 

Louisiana 1,351 

Maine 1.269 

Maryland 1.845 

Massachusetts 1.736 

Michigan 1.787 

Minnesota. 3.862 

Mississippi ?45 

Missouri 807 

Montana Ul&Z 

Nebraska 2.592 

Nevada 1.226 

New Hampshire 583 

New Jersey 2.179 

New Mexico 8 ?§ 

New York _ *. 8 ** 

North Carolina 1.266 

North Dakota 2.645 

Ohio 2.519 

Oklahoma 1.685 

Oregon 2,255 

Pennsylvania 2.530 

Rhode Island. 3.024 

South Carolina 871 

South Dakota 1.849 

Tennessee 930 

Texas UM 
Utah 

Vermont 1.604 

Virginia L 752 

Washington 914 

West Virginia 827 

Wisconsin 1.9*0 

Wyoming l* 728 

Source: HCFA. Annual Statistical Reoorts from States. 



AFDC 




Child 


Adultr 


J290 


S763 




935 


n 


0 




663 




794 


J J J 


955 




783 


^*i3 
Jo J 


73* 


K79 
Of c 


r 481 




DO 1 


jZb 


Q?9 
ycc 






3 BO 


790 


4?9 








IOC 




»ri 

?*? 


Q43 


250 




%tc 
355 


sax 


301 


731 


407 




413 


7 7 9 


316 


881 


384 


olZ 


259 


to 


323 


657 


318 


era t 
84 1 


426 


814 


521 


i i ha 


258 


452 


377 


807 


334 


853 


563 


1.050 


325 


699 


566 


808 


385 


943 ~ 


240 


456 


346 


665 


309 


691 


321 


667 


202 


643 


441 


813 


461 


817 


352 


1,04] 


317 


919 


307 




318 


812 


374 


a33 


210 


458 


454 


355 


364 


869 
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March 3, Wb3 



T [ CHS KAl NOTf OH SPE ClAl C^S TABULATIONS 
"jVrtAJW 1 HE MLS an;> add itional DtTAnS 



Purpose 



"Kajbr themes and Additional Budget Detai Is fiscal Year_198«" contains 
analyses in the overview bh means-tested individual benefits based on 
special tabulations on Bureau of Census data. This note eiplams the data 
fcase and methodology used for these tabulations. 

D*rrv ie* 

Special tabulations were done on the March 1982 Currtnt Population Survey 
(O'S) puMic use filP available from the Bure au of Census, .These 
tabulations employed the poverty levels, mOriey_ income concepts, and 
ri^urtuuj unit definitions* used by bureau of Census w> .various 
pu i )■ »c at tons. series; _ mc luding Money Income of Households, rwHiesg^ 
!'ersohs in the Onited States. ChV^cter isTTc^bl^^ 
ioverty level WaFacterTst K s_ of Household s a nTl^-sons-Kece i v i no_ 
Elected Nm-Cash Bel-r MtsT InFTTndTnos in . the _ tibul.it ions on cash 
ii.ux^s l"'tn t^lriin6T~eIceptions shic.i very slight ly increase the number 
of pour persons) are the same as those m existing published and 
unpolished bureau of Census tabulations or that the Censuswould.generate 
if tw Bureau made more detailed recipiency and poverty level counts. 

In addition, tabulations w»r e done using the Census poverty levels and 
rtponinq unit definitions but counting in-kind a> well as cash inCOfn ^» 
VdlufS i re assigned to in-fcind government benef its whose .recipiency was 
n ported in the CPS. These values were based on government cost. 

Survey data on recipiency of cash and in-kind Income wereused "it*>Ut 
adjustments for undercounts, and dollar amounts of CiSh income were also 
used as reported, without adjustments. 

(u»rent Poiv'Slibn Survey 

Thr in is the monthly survey from which population, labor force, arid 
u^^Unt estimates it* macJe by Bureau of Census, and *. P artmen ^f labor 
fct the United States, tach March, supplementary questions on income in 
the rre, Jobs year are added to the^ survey. This March survey is used by 
Hun au of Census for_ annual, estimates of income, demographic 
characteristics and poverty status of the U.S. population. 

•for easr of discission "Major ThPmes" material uses the terms Mam i lies" 
and -households" as an inclusive term for Census-defined famil ies and 
unrelated individuals. Hoover, counts were^ done using Census reporting 
□nit definitions, with two minor exceptions (explained below). 
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HJre specifically, the March CPS: 

• Covers the civilian, no*, institutional population Persons <n 
.nstUutions (e.g., nursing homes, hospitals, br jails) in March are _ 
e iZ. as ,re Persons who died during the pr«e mo ^.r ^bers of 
the Arined forces living off-post or with their fmilies on-post ire^ 
inclu^d. Bit ill other ambers of the Armed forces (service persons 
on-post without fariilies) »re excluded. 

• Covers the SO States and District of Columbia. Residents of the 
territories and AmeH cans overseas are excluded. 

• Has a stratified cluster-swple of over 60.000 households. Sampling 
errors i" 'elitivel, vmI I, i.e.. 0,2? percent of m es t*ated 

persons or f i s,l«».^MflO;fl0O4^lL.M5 i »r^VS?L»»S?^ 
Za the response rite (HMplctt? interview} is m«r 9b percent. 

Social and Olographic characteristics, such *s family composition or age. 
irt reported as of the n., C h survey. Hhne^the W«£"'t-£ ^ 
household — all occupants of a housing unit published data and 
UouUtik are reported ih terms of W\*n*"£ i ?fS* ei 

individuals or (?) persons. A Census _faiOjr "»«««» •» ft? T£* ther f n 
related persons (related by blood, marriage o^ adoption) l^ing together in 

p?us unrelated individuals plus persons age 14 or younger not living with 
relatives equal total persons in households. 

Income is reported for the previous calendar ^V.™^***™*^*-*" 
persons age IS and over in the sureey The income « orm tion U money 

sM'S-SX -fiL inheritances * mw™j«»t1»pi* « 
e,cl«ided. educational benefits such as private scholarships. 61 dim or 
Pell Grant benefits are also excluded. 

With the exception of ea-nings and food Stamps, no questions are_asked_in 
STwS £ cKitlo- deterrcihllipn of the length pf t^urino the ye^r 
that a particular type of income "V^r'lhit factTref^el WW 
source is received for only part Of ■ jwr. thil^Kj ^^^itll* - 
dollar total reported by the survey respondent but is not separate 
InJmated. forlx^ple. a f«i1y .SjtH eirnings for^s a months . ^lf.r« 
for ehree months and on Social Security for three months wgujd r?po L 
three types of income, but there would be no > data i on *w long * B f» i rete '" fu 
eacT Tne reported nanber of persons or report^, unit ^tiHog JL 
lart cular type of income thus includes anipw *o_»'«ce«»«l J^^ftJi 
some timfduring the yeir ("ever-ons") . Because people go on and off some 
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goverfr»ent_ programs,." ever- on" .tjgures be H^her than the aver aye 
number of persons and reporting units receiving a t ype^f income in any 
given month. Average income or benefits calculated from CPS data reflect 
the average number of months for which the income or benefit. isiypically 
received; that is, for a program finer e the average participation period is 
10 months, the number of recipients reported J>n the CPS will be 1*0 percent 
of the average mpnthly caseload and the average benefit reported oh the CPS 
will be 83 percent of the annual benefit. 

The March CPS now includes questions on recipiency of some types of in-kind 
income: Medicare, Medicaid, Food Stamps, free and reduced prke schogl 
lunches, regular school punches, housing assistance, workplace-related 
group health insurance, workplace- related pension coverage, and services 
from CHAMP US, VA, or military health care systems, *>st of these questions 
are_asked_of _ajj persons age IS or over, but _>ome 9ue*tions J lunches. Food 
Stamps,, and. housing) _are_ asked_only_fqr the household. In add [it ion, 
qjestvossare asked about the.numberof children usually eating school 

Suticfces; the natiber of persons cover edi_the_nunber_of months of 

participation* and the total amoont received for food Stamps;. and which 
persons were insured under workplace- related group health plans. 

As in most surveys, there is sw underreporting by surveyed persons in the 
CPSi which V> due to a combination of factors: yhwinjnghess Or inability 
to provide information, difficulty in recalling income amount accurately 
(especially if wall or intermittent), and misclassifyihg the source of 
income of benefits, e.g., c<»fusing_Soxi*l_Security_«nd SSI. Overall, 
almost 90 percent of money income is reported. ?n theCPSi at fJtes ranging 
from 97 percent for wages down to «S percent for property, income,, liable 1 
shows the latest comparison by Bureau of Census of independent estimatesof 
income WitOPS-reported income by source.) The underreporting of income 
Jeads to some overestimate bf^ numbers of families arid persons belowthe 
poverty level. Three different researchers who have adjusted the CPS for 
underreport ingind if fere«t years* found that these adjustments, alone, 
reduced the reported poverty level by at least two percentage points. 

Recipiency of 1h-fcihd government benefits suf feri from ynderripprting 
also. The degree of underreporting for various benefits resembles. that for 
cash income. Reported recipiency in the CPS ranges from 97 percentof 
independent estimates for Medicare down to 77 percent for Food Stamps^ 
I able ?_ shows the latest comparison by Bureau of Census of Independent 
estimates of in-kind benefit recipiency with CPS-repbrted recipiency by 
benefit. 



Valuatio n of in-kind government benefits 

To include in-kind benefits in tabolations 9 _values wr-re assigned for each 

benefit reported by each recipient: Benefits for Cjjcli values were 

assigned are Medicare, Medicaid, Food Stamps, free and reduced pr ice school 

*CBti, ' Pov erty Status oT Families Under Alternative Definitions of Income," 
J977; ^eding_and_r^«\_"Va1uing Government Expenditures* The Case of 
Medical Care Transfer* and_ Poverty," 1979, Institute for Research on 
Poverty; Hoagland. "The Effectiveness of Current Transfer Programs in 
Reducing Poverty, - 1980: 
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lunch. and housing jssistancc. No values were J* - ---- . 

workplace^!. ted group Health insurance, ^pl^e-rel.tea ^'^-j , jy^ 
coverwe for regular school lunch or services fro* if 

Recipiency was simulated in one instance -, children of adult HedK.^d 
rwipients - because the Medicaid q^tloo iSJQt wkfd gr«« woe 
15, and no children ire reported is Medicaid recipients on the CPS. 

The values assigned -ere based on government cost The v duat A|" method in 
h- esse resulted in m 3 re in-kind income thfc actual progr«_bjne!jt 
T -4nts? T Me J compares the totals ^sultihg from assigned^v.iues with 
lotili fb> actual government parents. Values were assigned as follows. 

• Medic**, insurance value was calculated as reimbursements in 
fY igsl forlirand SMI. Het of SMI premian P'^f" 14 !^^*"^^*-^ 
Artn.nistrative costs <*ere not taken into account, altheugh insurance - 

* include overhead Sep.r.tex.lculations -e^ for 

enrol Iment. 

• Medicaid insurance value was calculated as vendor ■ re imb^ur Semen ts 
« rv l«rllfcateoorica11y eligible Medicaid recipient as shown in 
^^!Sist1c^°re C portr 

account, nor wis any adjustment ^^[f ^ S r»cT"i^ursem«t 
. fee schedules and reimbursaments jnd _^1^»yjtyn W JT. ^ £ tabled 
Uvels separate ealculitvons were Bade for the aged. ?iina_ano^ » 
(ABD) SSI Population, ArDC adults and WDC ch Idren in each^SUte. Zero 
ffis werTused in Arizona, which had no MedJca idjrog ar. in 981. ^ 
«0 value .as assigned to persons /«e'»'"9 "'i.^^l^unllMly to 
over, and non.SSI recipes under 65 with w cMldMO.^P •« ' 
be on *dicaid .s JKDCtype recipients and ire wj^-f^ oijn 
AT DC adult and children value s " i4 9"«» £ f * p ^ children, 
some related children, and to ^-AF^. ~n-SSlrecipients w^i 

medically needy Medicaid coverage. *E ¥ £^ t *^!* 0 ? ^j c ji 0 

children"), -ho are mot identified in^the CPS. a* for the 
institutionalized. wW> *-e not covered in the CPS. 
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7Hc fiscal year bii\i_ *k> billing lag contribute Ic some umJerst it^prit of 

CY 198) incurred Jjcwerhfiteht costs, as tor l^icare. In a'djtiqti, 

expenditures shown in trt* statistical reports from *^jcb the values were 
draw historkal iy_havc_been_i^der5tated.__Rfc f^MTes are on an 

"evcr-on - basis, tnat is, persons receiving benefits_ft_swe__time_duf jng 
the yvar • Both reimourseiJienu recipiency therefore reflect pari -year 
participation. Ifce CPS question asfcs If the person is "cavered by* 
frdicaid, not if he or the received benefits, ah4 theoretically those 
responding are ehrbjlees not just recipients of benefits. To the extent 
that ^ npn- recipient enrol lees responded "J*W* the use of_r^ ipient data 
results jn. an_pyerstated value. _Repprted_l^_ only 65 percent of enrol lees 
are benef it recipJents ^-HreceiMe reMursed seryices during a year -* but 
no dtta on costs by enrol lee categories are available. 



• Foo d Stamps^ Value was calculated astheface amount of coupons. _ 
receiveS reported by reporting unit timts 1.4. The multiplier brings the 
CPS value for average bonus per person up to the actual prbyrSR l*vel *nd 
brings the average participation period u£ to ninff months. The adjustment 
to the CPS reported amounts and duration _wa« ^e_ because the reported 
*»»owots per rec ipient_ were very. low compared, to actual program «ata on 
benefits per recipient for e* 1981; 

• free and Hoduced EHce School lunch. Value mil calculated as the. 
averaye^trTSBT payment per free meal multiplied by the average numb*? of 
meals served each child during a school year. The reduced £rice vales 
assigned is V50 per year loVer than the free lunch value. Because the CPS 
que*lion_does not_djstingii*sh between free and reduced price luwch 
recipients, the free lunct. v*iu*_*n _used for all free an* reduced price_ 
recipients, resetting in an oversS «i4?ment of_in-kind jncpme_bjr ISO per year 

for approximately 15 percent of these recipients or almost. 800^000 

households. CPS tabulations show this many households contain infl_ch\ldren_ 
who receive free or reduced price school lunches t& 5e_abo*e 200 percent of 
the jxwerty level on a conventional cash Income 5as1s so that overestimates 
affect tiie tabulations published little, H at all. 

• Housing Assistance. _Value was calculated as rental value *» FT I9$l 
less 25 perc**t of cash Income adjusted for average jeduct ions and 
disregards. Separate-calculations were madefor aged_i6?_and_oyer) and 
nonaged, as well as foe public hoasing benefitS ind Section B rent 
subsidy. The rental values were based on theoperaiing pjus .capital cost 
of public housing and the Section 8 contract rents paid in adjusted 
for the averaae apartment size rented to aged and non-aged families*. 
average deductions and disregards were derived trow Special tabulations on 
tenant profile aata done by HuO. -The public housing values «erc-«s1§ned 
to families who stated they lived in a publ ic housing project. Section 6 
values were assjgned to f«1Kes who did not live in a public housing 
project bet stated that part of their rent was paid byjederal. State* or 
local government. Some famil ies_rece^v_ing_some^at_lower subsidies were 
probably include* i* Section 8 recipients *n the published tabulations as a 



result. 
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Tabulation Specifications 

Conventional demograprnc and poverty definitions wre employed 1n - 
tabulations; ^specifications were the same as those used m Bureau of 
Census poverty taDulaU&n with two. exceptions.. The exceptions are as 
follow- (II tHc iijierty rate .15 one- tenth, of. .one percent _*>>_flher ; than *n 
Cr tabulations on poverty, because atout 200,000 unrelated^ lc>en 
U n.« aqe IS with no reported income, excluded by Censiis.io tafcylatirg 
pov^rly, were included as poor unrelated individuals; and (2) the count of 
poor families Is 200,000 h^her than on lenst/s tabulations due Urttie 
inclusion of poor unrelated subfamilies. The members of these s ^V^' ,,e V 
are included in Cetw counts o'f poor persons but the families are excluded 
in Census counts of poor families. 

Bureau of Census rules and definitions were osed to determine poverty 
status of reporting units and persons; 



• Poverty Uatis Jor each Census family was computed by compering, the 
total income of all family members with the Census poverty level for that 
f Ami 1^ *»*e for mi: 



• Unrelated SuWpiHes and unrelated individuals had their poverty 
stat-us r. imputed separately. 

* Tne poverty status of a person is always the same as the poverty 
status of the reporting unit of which he or she U a member. 

Tabulations- were done on persons and on reporting utrts which included 
Census unrelated sutf wtiies, f ami! les* unrelated individuals, and 
unrelated persons under *5 years of age. 

She Census poverty level Satru for 1981, as published in Money l"come_«nd_ 
lotprtv Stat us if't***^ Persons inJ^nUejLStatey: %MAdv ance 
le^tTWe 3U »as used. ThelTpoverty threshoToTTncTtide rev|Sions and 
simplifications which sljghtlyjncrease the number^ 
compared to previous years. The poverty level used for a family of four 
was $9,287; 150 percent of this level is $13,930. 
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March 2. 1983 



mm 



{{toltars in Bill ions) 



totals for CT 1979 



Independent 
Source 



CPS 



CPS as % of 
Impendent 
Source 



Total Money Income 



$1,573.? 



lota9 Income, Independent Estimate 


$1,740.4 


1.549.4 


89. OX 


Earned Income 


1.345.4 


1.293;3 


96;1 


Wages £ Salaries 


1.215.3 


1.183.7 


97.4 


Non-f arm Self -Employment 
Farm Self* Employment 


104.2 


93.9 


90.1 


25.9 


15.7 


60.6 


ton -Earned Private Source 








Prt»ate_ Pensions 


26.3 


19.6 


74.5 


Interest.. 0»v1dends_4_Rents 


186.2 


84.0 


45.1 


Social Security 4 Railroad Retirement 


98.7 


89.7 


90.9 


Government Retirement _ 


32;2 


28.1 


87;3 


Unemployment. Workers Comp 4 
-Veterans* Payments 








3?.l 


20.3 


63.2 


AT DC 


12.3 


9.5 


77.2 


SSI 


7.2 


5.0 


69.4 


Income Without Independent Estimates 




23.7 





Source: Currer.t Population Reports. Series P-60. Mo. 132. July 1982. 
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torch 2, 1983 



TABU 2 COMPARISON OF CPS IN-KIND BENEFIT S|ll!]W*4|H!e!£i 
TThous ands iff Persons) 

C*5 as % of 

Independent Independent 
Source- CPS Source 



Medicare 



Medicaid 



Food Stamps 



27,081 26,19? 96.7 

2Q,?94 18.156 87.2 

2?,flQ0 17.S49 77.0S 



fice Value of Food Stamps _.. ... - 

(millions of dollars) KiMO ^^22 78.6 

Freehand Reduced Price School --^ MJ 

^olds! <Uih " (th0U " ndS ° f W WW 95.7 



Source: Current Population te^SHs. Series P-60. No. 136. January 1983. 

libit : xiiim fcji adj-stcd all ~4-n*uient source estimates to_«dMde the 

territories. 1" addition, the independent source estimates Tor mijd 

and Hedicar; were adjusted to exclude institutionalized arsons and those 
who died during the year. 
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TABLE 3 — COMPARISON Of TABULATE 0 1*-KIN P_BE Htil t TOTALS 
— TOjjT-TOTTf^ 

7 UolT ar s in Billion;) 



Tabulated 
Actual Tabulated as I 
P a vment s V a 1 ue of Ac4wa+ 



^tat S87.5 $69;7 80% 

40.0 3£>? 95 



Medicaid 



?9.3 15.0 51 



food Stdrnps* 8 - 9 88 

free t Reduced Price School Lunch 2.5 £.5 TO 

Public Housing Benefits** ?•* " 

Section 8 Rent Subsidy** 3.? 3.? 100 



•Excludes territories. 

**EstWi*te of Calendar jear Daseo on fi>c«J yci**" ~3 



14. 
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Chairman KftN : t;»:L We will take a LO-rninute Jbreak and then 
come back and _h?ar from the Assistant Secretary for Planning and 
Evaluation, Robert Rubin. 

__Mr. SlAtsiri (presiding],. May the hearing please come back to 
order. 

At. tft&tiri&e,. we would like to call io.tfie wHhess tabfc the Hon. 
arable Robe*, tjj. Rubin. Assistant Secretary for Planning and Eval- 
uation of JiHS; fir: Rubin, would you like to submit your testimony 
for the record and perhaps you can summarize your written testi- 
mony, as we wouid be happy to receive it. 

■STATKMBNt OF ROBERT J. Rt'BlN* Mite ASSISTANT SECRETARY 
FUR PLANNING; ASS) EVAU Af DEPARTMENT OF HEALTH 
ASU ttVMXS SERVICES 

Dr. Rubin Thank you very ffiuch^Mr. Chairman. 

I think Mr. Stockroom has Sescnbed, to a very large ex&?nt f the 
adhij^istratKlm_» position. Thwre are just some Highlights I would 
like to point out. 

llearly the. existence of poverty in American society is trouble- 
^^J°_^*fi'_b^JP^Sittw many of the gj^rams of our .jtejwrttnent 
snippet oh those who are poor, k is appropriate that we talk about 
the dMHbution of poverty and about some of the things that the 
Department is doing to assist ihofne in_P55v*?rty.. 

As you know, the Census Bureau reported in 1982 that 15 per- 
*^.9f.3ll' ^l^r^ws Jiveq' in . jpoverty. However, this 1982 increase 
continued a trend that had began in 19*9 an/der the prior adminis- 
tration. 

This administrations policy for j^ducitrg poverty is twofold. 
First, we believe a sound, growing e^ommiy is ah essential element 
to ireduce poverty afid improve the economic ^ell-being of all our 
citizens. 

Second, for those who are unable lb provide fcr themselves, th© 
Federal and the State governments must maintain public assist- 
ance programs that assure that every American can maintain a 
decent standard of .tiving.. 

In the late 1970's,, as we all know, the economy was bleak* mfla- 
lion nearly rampant, and the value of ^ifare betv&fita decimal 
rapidly as the cm*-&t living skyrocketed. The President made ^c*>- 
homic e*c6very H;W:fifSt priority, and with the help of the Congress, 
set out to revere* the failed policies of the past . 

But before the impact of those policies could be felt; as Mr. 
Stockman articulated^ many Americans had lost their jobs at suf- 
fered a substantial reduction in income. 

I should point out we and most other ecoiKirhic forecasters expect 
that thejovertv rate in 1983 will be lower tfeats the poverty rate m 
1982. Indeed this a»n^ittee ttm heard testimony in that regard, 1 
believe just 2 ^eeks ago. 

However* the_reasoji for this expectation has perhaps been-owr* 
looked; we expect a lower poverty rate largely because the Presi- 
dents pjfogram lor economic Recovery is working. 

TSe annualized inflation rate for 1983 is 3.7 pertetit, a low fa* 
the past !1 years. Unemployment has been declining the increase 
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in poverty, wr belie vv, wince 1978,3s due almost totally to the poor 
performance of the economy in that period. Professors Danzinger 
ana Gottschalk, who testified before this committee 2 weeks ago, 
found that the laige redutctions in poverty from 1%T to 1974 were 
doe in vqml part to increases in earnings and other private income 
anci to trahsier payments. 

_ T.b?_. s^all j^_M_ction_ in poverty^ fc^ ween 1974 and 1978 was due 
mostly to improvements in earmrtgs from private income: Similar- 
ly, the increase in poverty sifice 1978 is due to the decrease in the 
real value of earnings and privatejneome. 
Clearly the most direct way to reduce poverty is through employ. 



Thss administrate n is committed to helping welfare recipients 
obtain the hwessary job training and experience to obtain jobs and 
therefo^* feajp the fenefits of Leronomic _rwowfy. To this end, we 
fc&w promoted State use of job search programs: Many States now 
require employable adisltsto participate in these programs. 

St»cond 4 th& g^iitfj&t$tion establish**! the community work ex- 
|KTif»ct> pn^ram, GWEP» in which Slates have the option or re- 
quiring AFDC recipients, to participate in a work experience pro- 
gram in return for receiving their grants.. 

Twentymo States how have these programs. CWEP provides an 
opportunity for welfare i^ijpiente who have 
been out of the labor market (br a long period of time to establish 
good work habits and gain work experience, 

r4 a! ly • we are Lenrouraging States to take the^ that 
would be paid to the family and use it to subsidize the wages of the 
family head for a limited period of time. Under this grant diversion 
program employers agree to hire the participant at full wag?§ at 
the end of the subsidy period. 

While the programs that I just meiU^ 
oatr administration has proposed to make participation^ in job 
search programs mandatory for those receiving AFDC benefits. 
_L»bouid add that this man^atois program [ is now before the Con- 
gress: It would* in addition, require all States to establish work ex- 
perience programs for AFDC and food 1 stamp reipierits, 

Now, our proposals are not geared to welfare recipients alone: 
This past year the Congress passed the Administration's Job Train- 
ing _Partnerehij) Act, which create a , nc^Lftrogra™ [for Li* l^WM 
of the disadvantaged^ This program, which is now under way in all 
bur States, is designed to help all disadvantaged workers, including 
those displaced by new technology, which is a growing number of 
the unemployed: 

Although the programs I have just discussed will help welfare re- 
cipients prepare themselves for jobs that carwnake them self-sup- 
porting, obviously a strong economy is necessary to assure that 
p|^le jobs ^ with opportunities for advancement are available once 
this training is completed. 
_ Under the policies of this attetn^t^ 

American workers increased in 1982 foi^ the firsts time in 4 years. 

Mr. Stockman has talked about the effect of inflation and ltd re- 
lationship to poverty, I would like to^ give vou an example. Jf we 
look at the level of benefits to families entirely dependent bh 
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AFDC and other publ ic ^assistance, from 1970. to 1983 the purchas- 
ing power uf these benefits declined [ b£ mpre than 30 percent. 

In fact, if the- 12.4-percent inflation rate of the Garter administra- 
tion had continued, the value of benefits would have declined 21 
percent L 'tween 1981 and 19fi3 alone. Because of the lowered infla- 
tion rate, this decline was cut tto 6 percent. 

I will mention only in passing because I __think^it is important to 
note that only cash income is considered whejr measuring poverty. 
In 19*2 benefit under the major means-tested in-kind praams to- 
taled about $5(5 biHion, Jiiore than double the $24 billion spent for 
the cash welfare programs of^AFBG and SSL 

In addition, since 1970,_spending in reajjlqljar terms for in-kind 
programs increased 82S percent while spending cash benefits de- 
clined slightly. Excluding these ijvfcind benefits urideiestim^ 
overall effect on the poverty rate of those other government pro- 
grams directed toward low income persons. 

Given this import another major 
reason for the increase in the poverty rate the striking increase in 
the number of single-parent families Headedby women. 

In 1970 there were 6 million female-beaded families; The num- 
bers reached nearly 9.5 million in 1982. The proportion of all fami- 
lies headed by women was 11.-4 percent in 1970 and rose to 15.4 
percent in 19K2; 

However, while the aggregate number arid propo^ 
matically, the likelihood of this family being poor increased only 
slightly^ 

In 1970, slightly tinder one-third of female-headed families were 
poor. In 1982 this rate was just slightly over one-third and this at a 
time when spending oh the poor had ri^hjdram^ 

The key factor contributing to the poverty-of female-headed fami- 
lies is the lack of child support from absent fathers. 

In 1981 child support orders existed for less than 60 percent of 
families with absent parents, roughly 5 million out of ah 8.4 mii- 
lion person base. _ - - 

The full amount of support was paid in only 47 percent of these 
cases, leaving over $4 billion of support duie the l children of this 
couritry.Td address this problem, this Administration has proposed 
legislation that will encourage the States to pursue and collect sup- 
port payments more aggressively. - - _ 

I would like to point out that this committee has been very help- 
ful with that legislation, Indeed, Ithjnfcwe ar^moving toward a 
bipartisan approach on the child support enforcement problem. 

The Department also asked to address the effect of our AFDC 
changes on the poverty rate in testimony today. 

During the 1970s, AFDC developed into a program which provid- 
ed permanent income supplement to families with low income 
workers. The monthly income disregard of 30 plus one-third of 
earnings that was in effect from 1969 to 1981 was, as you will 
recall, originally intended as an incentive for ^AFDC recipients to 
geta job and to help make the transition from welfare tojyork. 

This intent* unfortunately, was never fulfilled. The percent of 
families leaving welfare due to earnings declined. 

The changes returned, the 30 plus one-third disregard to its origi- 
nal purpose of providing s transition^ period for those returning 
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to work: As modiiu'd. it applies only daring the first 4 months of 
work. 

As you knqw\ many critics are concerned that that change would 
lead vast numbers to quit their jobs and live entirely on welfare. 
Evidence from a national sample of welfare recipients studied by 
the Research Triangle Institute and indeed, from a sample of Wis-? 
consin recipients as well, suggests that the critics were totally and 
completely wrong. 

In the Wisconsin study, >W percent of the recipients jwho lost all 
benefits and W percent of the recipients whose benefits were re^ 
duced were working at the same job \li to IT months ijlter the 
change, in benefits. 

In addition, recipients who lost all AFDC benefits and were not 
receiving assistance. 1*5 to IT months later, realized average wage 
increases of 1U to IT percent at a time when unemployment in Wis- 
consin was rising. 

In all. about 40S;0iR)_ families lost eligibility and another :M\00Q 
had reduced benefits as a result of changes in AFBC rule*. 

What is not frequently remembered is that this led to ^bout a 
billion dollars worth of savings for both the States and the Federal 
Government. 

These changes freed funds that could be used to increase assists 
ance and indeed, since October 1981 1 when OBRA took eflect, 2T> 
States have increased their AFDC standards. 

Government aid obviously should not substitute for jobs for 
people capable of working. We need to strengthen the economy so 
jobs and advancement opportunities are available^ 

For welfare recipients, we heed strong work programs. For 
women raising child ren on their own, we need to make sure absent 
fathers fulfill their basic parental responsibility to support their 
children. 

With fewer relying on governmental assistance* those benefits to 
those people who need them would be increased without placing 
additional strain on government resources. 

If there are any questions left that Mr: Stockman hasn't an- 
swered, I would be happy to attempt to answer them. 

[The prepared statement follows:] 

Si a T KM V. NT OV RoHK.KT .J Rl'HIS. MI) .ASSISTANT SW'K^TARY FOR l*IJ\NN|N<; AND 
K\ Al l ATTON , DkKARTMKNT OK Hk.AITM AND lll'MAN SfcRVirfcS 

The existence of poverty in American. societyjoday istrmiblej^me to_us_a|l Be- 
ciiu><* some <>l the pn^raris adrtiinistfrt-d by mlS are in large part designed to alle- 
viate the plight of our Nation s poor", we welcome the opportunity to discuss the se- 
rious issUe of poverty in bui* coutilry today. 

The t ensUs HureaiJ reports thai in I!*K2, la pprcrnUof American* lived in poverty; 
The increase in 11**2 continues the trend begun in IJI7SI under the prior Administra- 
tion Although poverty contiriiiied to increase in I|>H2. the rate of increase detrliririi— 
fc s P»^' th^ Administration, this 

IViv ifjt-nj . Jind _this*_ S«Tt-ta_r^ oLHealth and Liftman &mefw wanMo stop the In- 
crease in jxryvrty. jdunnj: o«r %tnvr*._QuT_pdrcx for r*^irSn£ p^tfiy: » 
First i. wv believe that a .sound growing economy i? the essential eiement.iq reducing 
poverty and improving the economic well-beingof all. Americans _A_slrcm#_e^norny 
will phkiuce jobs thai provide income to tho^.cnDablejotw.otktnff,.Kmployroen_Lnot 
only provides immediate income but erisares the long-run potential for improving a 
Emily's standard of living: SeTOffd; for those who are unable to provide for them- 
sVlves, the Federal and State -government* must maintain public assistance pro- 
grams thai assure thirt rv»ry American can maintain a decent standard of living; 
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Ijrl nu* emphasize Shai w#- ti-iteve that public a^istarice ^hoefcd 1 riot be used a» an 
alternative to wo/ci. f*o>r tbo>e unable to <>foiairi jobs, ptiblibc a^istarice should pro- 
vide temporary smpporl .us j*e_U x> wort experience and training to enable employ^ 
jb** P*T?!?*_ *5 V _-^!???*? ,n *!^. B *df ***I?Pl?ft.i_nit. _!lL _?ni" **^il?^'l>! ^ULdiscuss <j> how the 
P»VT_ca_n benefit _t.Tirm_an improved, economy, what. can be done _lp _re>'erbe_t_he 
trend of a growing number of poor female-headed families and why the changes 
made in the Aid to Families with ijepenaVnt Children" jAFDt*i ppjgram are not an 
important factor In the increase in the poverty rate for V.**2. 



The : t%4iTnirn> :s tb<* backdrop against which all pubhc.poljcy must be made In the 
late 1:0»>: the xvn^ wu? bleak Investment and prod ocUvltv w ere dow n wtoile infla- 
tion ran rampant. -3 ')b opportunities dwindled - The value of welfare benefits de- 
c 1 1 h»-d ra p id I v a^ t he cu>t-of li v i rig skyrocketed For exam pie. from 1 i*7a iu> 1 1*H). the 
reai value ot A FIX' benefits declined H» percent, although the nominal v «lue rose 2ti 
percent 

B > 1 V 1 * K w hr-n _ K* ma Id _Reaga n 1 1_ * 4l o^ltce. t Se ct>um r> was en ten n g _a_ severe re- 
cess u>n _ l*r«*>iden' hVagan made economic, recovery his first priority -and, with the 
Help of tofi£re>>; set out to reverse the failed policies of the past Howe-ver,. profound 
change* in cvon'im ic policy, take-time, more than any of us would lifce. Before the 
impact of thV>se policies ct>uld be felt, many Americans had lost their jobs or suffered 
a reduction in income The poverty statistics for \\i*'2 reflect this overall recession- 
arv ruini>hip 

We expect the .poverty rate in JH.SJ Jooe lower _t ha n_ the j_"> percent _rate in lifri 
largely becau>e the President's program for economic recovery is working. The turn- 
around btTjan in the second half of and continues at this time: Inflation has 
h»vn brought under cohtroJ The annualized inflation rate for is .'1.7 fx* writ— 
a ri 11 \ i «a r low JYu r i rig 1 two mi Iliori Airier icari s were new ly employed . V riem- 
ployrn^nt has btvri declining since I)ecvmber. 1^*2. Without the leadership 6T the 
I >rr> '4* ' n t . ec( >no m i c recovery wou 1 d n ot ha ve begu n as q u ick I y a nd t he su fieri ng 

ca us«-d r^v_ t h*\ reces* ion woujd_h4_ve biw^ur^tant ia j ly greater . 

_ The importance of economic growth and low.inflalion in reducing poverty_cannot 
be overstated The increase in poverty since is doe almost total! v to the poor 
performance of the economy in that period Research by Sheldon Danziger and 
I*eter (lottschalfc. who testified before your Committees two weeks ago. demon* 
st rates this rejationshtp They fou/rtn1 that the large reductions in pi^verty frofti 1*367^ 
l'.*74 were due in ^ eyual part to iiv^a>^ i h earnings a>nd other private income and 
1 .0. t ra n sfer payipen ts jfc small red act ion i n ppyert y between 1 974 and j 07^ _wa* 
iue mostly to_ improvements in : earning an<l private inCotne^Simiiady. theJr^rTea*e 
tn poverty since V-i~*_ is due. to. the dwreasein real vaiue of eirnings. and. private 
income Oinzigerand (Jottscruslk note that, the poverty reducing impact (Vl eleven 
years of growth <1^m-11*7m in earnings and pr-.ate inci>rve wsis cancelled by three 
vears of rapid economic dt«cliiie^ v J'.C^-ll^l ». 

t lea r I y . t he n k ist d \ rect way to rt-duce povprty is t h rbu^h em i ploymeht The 
Hcagan Administration is committed to helping welfare recipiehU obtain i the heces- 
sarv job Training and experience to obtain jobs and reap the brneflt* of economic 
recxn e r v Jo t hi s end . J he ..Admin ist ra t ion has _estabi i sh*s1 seyera j new pr > ogram«. 
First. we_hav*vprornoted State uf*e_o_f njto pr^ra_ms_i'or AKl3X_^an<i_Ko<)d_^^ appJi; 
cant?* and recmpients. As part of the Reagan program. Congress jnria<Hed_ legisLation 
that y»*rm»ts States to rt^Qiri' AFIK' applicants to participate in job search, Many 
States how ri^uire employable adults to participiite ili tHik*\ programs which moti- 
vate and traiurii particifUhts to secure j<>b«. Teh State* already have established job 
M>arrh prograirrns and an equal number arr conxnjrnng doing so 

S»vi>nd^ jru^ administration e^tabh>hed [the Community Work Kxperience Pro- 
tfrani L .'('WKi^; in _*_hich States ha v^^^^ ^.P^T* 
tjcipatejn a_work « 4 xpi_Tien^c^pr<^ra_rn in^rt'turn for receiving ..their ; grajits. TV«^nty- 
two_StaU»s now \ui\v these .programs, (Hhers Jrave pii_rticipi>t«^d j_n_Kimiiar_drinon- 
sTratton programs n»r Faxi. Mamp_rw?pi«-nt* t We Mjnr <*WK?* prxrt?de> an oppgr* 
tuhity for w el fan* nHiiijifentH who ha vp never worked or who have been oat of the 
labor market for a tSftiie to establish go<)d worfc habits and gain work experience 
that will help them toTincfl arid ki^'p a j(ib 

Finally, the Adrriiri'^irjitiori is^ericouri^girig stateii to experiment wj*h pnigj.^riis to 
divert welfare gratits Jo wages — call«"d "'grant diversion ' These program h iMn*rhit a 
Silate Jo take the AFIK; grant that 

the w;igt»s of the family head for a limited period of time, r^nployprs agree to hire 
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the participant at full wage> at the end of the subsidy period. This program provides 
tracing, work ejqieriencr and a guaniriteed? tradition into a Job: 

While the program* |Jiave discjuscied are cuiren tly optional for the Stated Eh* Ad- 
ministration has proposed to make JJarticijpat ion ih job search programs mandatory 
far all AFDC appl Lean ts and recipieijts. The J^kage_ now before the Congress also 
wi>uld require ail States to establish work experience programs iCWEPi for AFDC 
jivl Kuud St^mp recipients. _ __ __ ... __ _. __ 

We Have requested permanent authority to permit States _to use_granj_ diversion 
in place- of the current authority that permit* these programs only in conjunction 
with a demonstration 

The Admihtstratkm * alternative* are not geared to welfare recipients alone: the 
Job Training Partnership Act iJTPA» etriacted last year, ^eatesa^new program for 
training the disadvantaged for jobs. Unlike its pre<fccessdr, CETA, which created 
nva_n> public service jobs. JTPA etnj)hasi2es ibo^lerm J^ning ;P* rtlc '" 
pa n t* to obtai n job* We j ! fare reci pjents must be served in proport ion to t Kei r - ri um- 
bers among the _d u>ad va n taged populatipfr This Jprogram, now underway tri all 
State*, i* dt-Mgned to help all disadvantaged workers— including those displaced by 
new. technology _ .. ... _ 

Although the programs I have just discussed willhelp wejfate recipients .prepare 
them*eKes for jijbs that can make them self-supporting; a strong economy is neces- 
?ur> to assure that stable jobs^with opportunities for advancement are available 
onte the training i» co?nple«e. Moreover, for those who have succeeded In mAttng 
the transition from welfare to work, a healthy wbrioroy i* necessary for them to 
maintain their >tandard of living Under th> policies oT this A^ministratibn, the real 
wages of American workers increased m l^Jor the first timejn four years. 

In add it i« ;n . for Urn -income persons— whether workers or those who are unable to 
work- a Km mflatronrate is twHo m 

lv for the>e persons, the reduced inflation rate achieved by the Reagan Administra- 
tion ha> been extremely important. In the absence of bewfit increase^ reduced in- 
flation limits the ero^ori of benefits; If the inflation rate of 12.4 percent in eftectin 
the la>t vear of the Carter Administration had n« been\ abated^the poverty thresh- 
old ttouH be higher and it is likely that the number of persons below the poverty 
level would be greater^ - - 

As an example of the beneficial eflects^f this reductioh^iri inflation. Consider the 
level of_ benefits to families entirely dependent on AFDC ^hd other public assist- 
ance From J!»7<>- VJSL t he puixhasingLPPwer of AP)C benefits declined more than 

> percent because in flat ion increased the cost of jiving : substan tially beyond the 
means of State a7«i local government to keep 

let ween WC7 and I!*H when the real value of benefits fell ^percent Since 19*1, 
the value of benefits has continued to decline; bat the 6 percent .reduction was con- 
siderably smaller than for any other recent two-year period In fact, if the 12,4 per- 
tent inflation rate of the Carter Administration had contihued. the value of benefits 
would have declined J I percent rather tjianii percent brtweeri ISH^arid tt*KS. 

(Wore prinwding to discuss other possible reasons for the increase^ in the pover- 
ty rate, j would like to make one observation concerning the rate itself: only cash 
income is considered when jiH»a*urin& poverty, the yaliae oT rion<ash benefit* is ig- 
nored In benefits under the major .mean»:te«ted..m-^ind _oT _r_ood 
Stamps, child nutrition, Medjcai&housing assistance and energy assistance totaled 
<V. billion This t* more than double the $24 billion spent for the cash welfare pro* 
grain?; of Ar'IX* and SSI Furthermore, since 1070 ending in real terms for in-kind 
programs iricreasi'd -tt percent while spending on cash btwfits decliTw^.sJightly^ 
This tremendous growth" ih in kind programs has had a posit i ve rflect_oji JJie Uving 
standards of many low income Americans Kxcluding these benefits unoV rest i mates 
<he overall effect on the poverty rati* of government programs directed toward low - 
income jK-rsonw In releasing the l!Wi! figures, the Census Bureau rioted that if in- 
kind benefits were included, there would be 12 to 42 percent fewer poof people, de- 
pending tin the way the benefits are valued. 

RISK IN rKMAijC-ifKADKn StN<;iJ: rARKNT rAMIMKH 

liiveh this imjs>rtarit caveat, I will tarn now to another major rea«on_ for _t_he_itt- 
creas*- ih the poverty rate the^trikitig increase in the number of single-parent farn- 
ilirs Keadetl bv wom#»h Iri i_ |!*70. there were fi million female-headed families. By 
this number increased nearly tfl nefcent to « tnillion arid reached nearly W/t 
million in_ij**j. In relative terms, the pro>>f icwi of all families headed by women 
was 1 1 4_percyntl in jUiO and rose to 15.4 percent ih ISW^ Also over this period, the 
divorce rate rose from 47 to 1(H) per 1000 married couples arid the percent of births 
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to uh*rd mother* mc reused from II percent in 1970 to. IT percent in 1979: White 
the aggregate number arid proportion of single-parent families headed by womeri 
grew dramatically, their l^elibooo' of being in poverty increased only slightly From 
*9~A' lo J^ N L»ii^_bli> undrr one^third of this type of family was poor. In Ms 
rose to -14 t*_ percent and ro&e again i_n_19?2 to ^-Lpercent. .Tlte ind^tei ttot_ai- 
though most individual female-headed families, are not losing ground in their strug- 
gle to *tay out of poverty; .the number of such families living in poverty will ceaitin- 
ij*' f*> iru.T*s*>*- a direct function of their increasing pmpftrtion of the general pop- 
- ulation 

A kvy factor cohtributirig to thr .poverty of female- headed families is the lack of 
child support from abe»eni fathers. A recent 

19? ! . child support orders existed for_ less than jiajf.of the famjhe*_with jtbsent .par- 
ents. « 4 milhonout of *.4_nuli*on» Of iho»e 4 million families with support orders, 
the full amount of support due was paid in only 47 percent of the cases. 

Nearly £4 billion of support due to children went unpaid. If support orders were 
obtained for the 4> million families that do not have them, the amount of support 
paid would increase substantially. 

_T°_ re>* i h'js. pnible m, t he Ad m i n ist ration has proposed legislation tha t wil 1 ere 
courage States to pursue .and collect sUPPPTtjwyj^ 

posal would require States to use collect ion practices thafl have proven effective in 
order to ensure that money due as ordered is paid. 

In addition, our child support proposal changes the F*»deral financing of the pro- 
gram to reward States with good programs and higii levels of flections. The 
amouh! o/ ihe incentive payments available to States would increase and would be 
based ixithi on how much support States .c^Jfert and the .efficiency _o(^t^ State's op- 
eration. Also,_f or the first _U me, States would rareive incentive payments based on 
their efforts (>n behalf of non-wej fare, children. 

Waih enaeunmt of these proposals, we e*pect that child support payments for 
both welfare and non-welfare children wilt increase: For welfare children, we expect 
a M ^•rcent increase in cnUectiohs from 19*2 4o 19£6ahd for mm-welfare- children 
the amount of support collected should doable from $1 billion in 19*2 to $2 billion in 
l9h*I 

AFDC CHANGES 

1 have discussed the economy and the rise in single-parent female-headed families 
in reference to the increase in poverty. Now I would like to turn to the issue of the 
effect on the poverty rate of the Reagan Administration s changes in social pro- 
grams, in particular the AFDC projrram. _ _ ■ _ 

The c ha nges enacted i n OBRA and TEFR .A .were directed at red ucing benefits to 
famijies_with ot_he_r_sour^^ but which could 

reasonably be_ expected to be available, for the_famiiies'_ use.. 

_ Departing from its basic purpose to assist families. with_oo means. of support, 
AFDC had developed into a program which provided permanent income supple- 
ment* to family with a low- income worker: The monthly -income disregard of $30 
plus one-third oT^arhiiiigs that was in effect from 1969 to 19*1 was intended S in 
incentive for AKDC recipients U> get a job and to help families make a transition 
from welfare to work^ This intent was never fulfilled. With the disregard in place, 
ib* DA"Phcr of families with earning did increase. The percent .of families Jeay : 
Vfflg wel fa re _d u.e to ?a r n i i ngs decj i ned_. Fu ft_hi_nnore,_t he ^rmanent nat u re of t he dis- 
regard created a serious inequity. Because the disregard was. availably _o_njy to per* 
mm* who began working while their families were receiving. AFDC, similarly situat- 
ed families who had never relied on welfare were not eligible The OBRA changes 
returned the £10 plus one-third disregard to its original purpose of providing a Iran? 
Kit ion period for welfare recipients beginning to wdrlL- As modified, the disregard 
applies only during the first four months on the job. The families sffected by this 
change all had other sources of income. ___ _ 

Many critics of OBRA charged that the AFDC earned income disregard changes 
wouJd lead _weifare_recipien^_toLqui_t their jobe and rely f.oUrely 9." weJ7are_&ch 
beha vior wo u Id i ncrease governmen t_ £0Ri_ as. well as. _t he. problem of Jong-term, wel- 
fare dependency: Evidence from a national sample of welfare recipients studied by 
the Research Triangle Last it ule and from a sample of Wisconsin recipients studied 
by researchers at the Uwivcnaty of Wisconsin suggests that the critics were totally 
wrong. rVr exampM in thej^iscbhsin study L HO^rcent of recipients who lost all 
benefits and f>0 percent of recipients whose benefits were reduced were working u/i 
the same job VA to 17 months after the change in benefits. 
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One -htuilH rii»ti- Wi'.ti H»i> H» teiiure *;ts occurring when. Wisconsin's unemplov/ 
mehi rati* incr«;wni iriihi *T ii-rctfit to VI % perceJit and then Mi to. 10.2 percent 
In h«:th the Wisconsin and national samples. Ie*s4hafi 1> pt fcvhl nf thw.who lost 
benefits wtre receiving AFjx' payments a year later; this U ho greater than the 
rate. .it which wejLire.reyipjents, who left the _rulU returned inthe year-prior to the 
Olik.X ihjn^^ In addition,. the \Visconsin_reCTpients who lost . all AFIK\beneTiU 
:«tfd wrre not nveivinii assiMance j:i to 17 months later, realized average wa£e in- 

.■fti^* lO t±4 IT ^Jr'fCffit - - - 

(ft her changes To assure that itill income and resources* would. he counted had a 
similar effect Families" unfairly ^vahta^ed by the old rules lost benefits, and pro- 
gram r-quitv was improved In all. 4» families lost Ht^ility and lost 
benefits* as .« result of the OBRA changes The changes savt-d t\U Federal arid State 
£u\ernmt-nt> about bill ion in \\f<i ._ __ __ 

These changes affected fam.il most in need. in. the foUo>ing way>: _The> freed 
funds that could be Used to increase assistance to.those who have. no. choice _but to 
relv on government assistance Since October wlneil GBRA took efTect. £*> 

States Hate increased their AFDT rieed or payment standards; 

lie-tore concluding. I ;i|m> ttrtuld like to note that tHe VJ>2 report on poverty in 
America contains some vinry iCoon! newv The poverty gap between the elderly arid all 
other Americans has been V lostf'^ in 
povem than the ntin-elderit One reason tor this rejatiye impjw 
elderly are hot affect »-d by a* poor economy because they are pene_rajiy_ not em pipped. 
In most taM-s. elderU persons rely on government payments such as Social Security 
arid Supplemental Security Income for at least- a portion of their incomes. As you 
knot*, these are indexed 1 to the cost of living which protects beneficiaries from any 
real loss in b»-nefit> Data just available show that for in April UC*.*. to percent of 
eideriy fanuiies in a £iven_month would have been fwor without govern merit aid, 
Cash "payments primarily _Soci_aj Security and SSI» r^uci^d the poverty rate to L'4 
percent liffd: with the addition of in-kind benefits, to 7 pejxent. 

(H)WThment assistance i> essential to assure that, those who_|^nerally J^nnot 
work to support themselves, including many elderly, do not live in poverty But, for 
people capable of working, government aid should not substitute, for jobs. Rather 
than expanding government programs to help families in which there is an adult 
who can work, we need to strengthen the economy so that jobs and advancement 
opportunities are available to those Workers rV welfare recipients, we need strong 
work prc^rams that prepare recipjents 

se I f -su f >port i ng K< >r women rais i ng c h ild ren_ on tjieir ow n . we need to ass u re t hat 
absent fathers fulfill their basic parental responsibility to support their children. 

!f ue can accomplish these goal}*, government assistance will, i^ht/ully.be target- 
i*i to those who are riot capable of working and have no other private means of .sup- 
port With fewer people relying on governmental assistance, benefits could be in- 
creased without placing additional strain on government resources: 

j believe we all share the same ultimate goal— that rid person in this country live 
in povertv However, every benefit has its cost. With a dragging economy, everyone 
suffers. C\»nv/ vsi'ly. a strong economy benefits everyone. Economic nvo very, which 
this AdminisVration is accomplishing, is the foundation on wh^ 
erty can be bull t It i* it he Ad m i n isi rat ion '« goal to_ restore t he economy to y i bra n t 
health -and fo make sure that all our citiwns can partake of this national well- 
being 

Mr: Matsui. Thank you very much, Dr. Rubin. The child 
enforcement provisions, whatjs the estimate of HHS that fronv the 
change in the law, from the change in the enforcement m^hariism, 
realistically? How many people will go off the so<aIIed poverty roll 
as a result of this? 

Do you have statistics on this? 

Dr. Rubin. We don't have precise numbers because what we are 
really looking at are the numbers of people who are not on AFDC 
who "do have child .support orders and don't get the payments. 
Those are numbers that are very hard to capture 

We think there will be clearly an avoidance of putting people 
back on AFDC, but how many people would bump up against the 
poverty line is something we do not know with certainty. 
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As was di^*U*:se«J earlier this morning, there_are clearly people 
who are not on AFDC; but are below that poverty line. The degree 
to which they would go above that poverty line with child support 
aid we have just not estimated due to thf* lack of information nec- 
essary to do so 

C)bvidusly though we have $3 biljibri out there. That has to go a 
long way toward helping these folks: 

Mr. Matsu, But you have rib statisliical information at this par- 
ticular time? 

Br; Rubin: No; 

Mr, Matsui. In terms of what the [reduction in the poverty rate 
would be with this change in the iaw? 

Dr. Rubiv. So, we don't. We woulid be making relatively untn- 
fdrmed j^^timates that I am sure J^erylx)d5" would poke holes in. 

Mr. Matsuk <3K. As far as the study that was done by the Re- 
search Triangle Institute, arid we had testimony yesterday* I be? 
lieye it was, or the d^^fefore yesterday, .regarding that study, did 
it take into consideration the change perhaps in the quality ofiife 
of the family that went off welfare and stayed off welfare? Was 
that a comjwnent pQte study ?^ 

Dr. Rubin; Not directly, no, but indirectly it clearly had to; 

When you have only _ li> percent of the people who are taken fT 
welfare as a result of these changes going back on welfare |fiter ? 
and of those who went back, about 4? percent were bfT the jvelfare 
rolls 2 months later, it seems to me that those individual families 
or individual recipients made a very calculated judgment as to the 
quality of their life, 

If they perceived that the quality of their life was so poor _thol 
they needed to go back on welfare, it is clear that they would have. 
I think rather than Having you or me make some judgments ex 
P9**t facto of the quality of thei r l ife, I think L it is important to note 
that these people made the judgments themselves and chose to stay 
off welfare for whatever reason. 

J?9 I think that is fairly ^ convincing evidence, at least to me, L that 
those people, while 4>erhaps not totally satisfied with their condi- 
tion, choseLto stay oft welfare, 

Mr. Matsui. Yes, I was^-your comments are well taken: I was 
just wondering, however, about the mother who stays with her em- 
ploy merit arid [ has a Joss of AFDC tenefits, l which also Jesuits in a 
loss of medicaid coverage. Or the employer who does not have in- 
surance, or perhafw he does have insurance, but there is a eppay- 
ment or d^ 

on welfare, not to receive any assistance because of the stigma at- 
tached . I ristead she decides perhajw to _delay her chi Idren's health 
checkups, and doesn't take the child in for preventive treatment. 

I wbridered jr the study deafc with that because I think it is a 
critical your ^ comments. 
What about those people, though, that may decide to postpone cer- 
tain benefits, riot Tor themselves, because you are .rights they are 
adujtf arid should make those informed choices, but for their chil- 
dren who were not abJe to make an informed judgment? 

Dr. .Rubin. I would like to make two observations, one factual 
and one philosophical: 




The tactual obsi*ryatii»ri Ls that von do not need to be bh AFDC to 
receive medicaid Indeed, many States have medically needy pro- 
gram- We do not know the extent to which those people who are 
no longer on AFIX* and who are working would still qualify for 
medicaid benefit*. In vour example that concern would bealle lat- 
»ni bn»|be thiKe people would fall under the medicahy reedy 
r.taridard: ; . u 

The iecbiid is. artd I think that- as a physician it certainly has 
been driven home to me. is that the primary instinct of a mother 
to her children is to provt > care for them. In my experience, if the 
mother felt that the child was being deprived of a needed medic; 
>ervke; she would quit her job and make sure that her child Re 
that service one way or the other; ... 

Mr Matsii if thev are aware of the problem. Oftentimes they 
are not aware of it because it is a preventive area rather than one 
in which svmptoms are obvious. ... , 

1 ;ig«-ee "with vbu that a mother who is aware of her children s 
health problems undoubtedly would make that hard chctce^Etther 
<tav on welfare or perhaps find a second, third, or fourth job 
Stinietimes, however, preventive care might be overlooked. 

Dr. Rt bin Absolutely. . . 

Mr Matsi i. Thai would be my concern. I wonder rf the study in- 
cluded that ' Perhaps if vou do further studies or research in this 
area; vou might want to "explore that subject, and even other areas 
that perhaps I am overlooking at this time. ... 

J)r Ri bin: We are taking a look at the quality of life issue. How- 
ever for all the reasons I have described, and you have articulated, 
it is Wv difficult to quantify; It is subjective and anecdotal. 

Mr Matsi i. In vour testimony you have indicated that the eco- 
nomy recovery in "good economic times will result in a reduction ot 
the poverty rate; I think everybody would have to agree with that 

^'MrSuIckman made that observation as well. One area, however, 
and you have discussed this, is the female head of household Tami- 

According to Mr. Stockman's table l umber 8; on page 14, the 
poverty rate was U.i> percent in Vm i and did decrease somewhat 
Until l'.tso. Then it went up, 1982. to 42.1 percent. - 

It seems thai the poverty rate is reasonably constant lor _ these 
female-headed families: This is during hard times and also during 
good times, as VM) to ItHJfi and 1966 to 1973 was a period of growth 

a> Bot t nepoverty rate did not decrease by much for this particular 
catetrorv of people. . . j - _ 

Now,' assuming that we do have economic recovery and assuming 
that it is lasting, will these people find jobs? Will we see a dramat- 
ic decrease in the poverty rate of these sing e female-headed farm- 
lies, or is this something we have to iive with and, if so, why 7 And 
this is the st>cor.d question: . xz:t 

What would you and the administration propose to do about 
these people at this time? - - c - 

I)r Rubin. Well. I had probably even less opportunity than you 
to look at Mr. Stockman's testimony, but it seems to me that «f you 
look on page 4 and his table No. 1. his point about female-headed 
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families is that while iwnemic _gfowth ^ctearlyj* .significant 
Factor relative to _the poverty rate, _ the critical factor really is 
means-tested benefits and targeting. For most of the female-headed 
families, we are really talking about aid to families with dependent 
children: 

What the administration is seeking to do, and I think has sue* 
ceeded to a large Jextent jvith the changes enacted under OBRA, is 
to better target these funds; As a result of the OBRA changes, we 
are now taking care of roughly 200,000 families that are below the 
Fttyerty Jihej more ttoh ^ 

indeed, about 93 percent of the -people now on AFBCare below 
the poverty line whereas prior to OBRA it was roughly 84 percent. 

In answer to your question, what we aire trying to do is to target 
our means-tested programs, which are of critical importance to 
those people who are below the poverty line, rather than continue 
the helierskelter approach of the past. 

We are making some progress, and I think that is the direction 
in which we would like to continue to move. 

Mr. MAtsyi. Yes. I ahi somewhat puzzled, I guess, because since 
the administration came into office, those means-tested programs 
have been cut. AFBG was reduced by 13 percent in real terms,_food 
siamt» by VA percent, child hutritibh 28 percent, and title XX 22 
percent. 

It seems to me thai we would be more concerned to keep those 
programs at levels at least constant in view of the fact that this is 
4 Srou p that appea rs to be somewhat u naffected by changes _in_ec<> 
nomic conditions: I guess that this is a question of philosophy more 
than it is a question bf^-— 
__Pr- Rubin. As J minted out, the pri^abU 

family being poor is the same today— roughly speaking— as it was 
in 1970. Indeed, virtually all of the programs that you mentioned, 
with the exception of AFDC, came into LPlace after 1970. 

Mr. Matsu:. That may be, but it is quite possible that the pover? 
ty rate for this category would have £ohe up if those additional 
programs suchjas fobd stamps, title XX and child hutritibh did riot 
come into being and become law; 

So it is quite possible that by instituting and by adopting these 
programs, we were able to keep that jwvejrt^ l&uess 
it is a question of semantics and that is frankly a question of how 
you want to draw your conclusions. 

Dr. Rubin. I agree with that. Poverty Certainly would have gone 
up had we not had the ability to better target our resources. 1 
think that is evident. That was the major thrust of the OBRA 
changes, and, indeed, continues to be the thrtist of what the admin- 
istration U seeking to do: 

Mr. Matsu]. Well, I won't go into the tax chahfgetf and how they 
aflected pc»bple treatise undoubtedly that is hot your arf>a of exper- 
tise. So ! guess that is all I have. 

In view of the fact that I am the only one left to hear the last 
witness, I want to thank you very much, Mr. Rubin. 

For thir record I am supposed to ask if any members present 
would like to aak you questions. Undoubtedly none would. 
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If any member would tike Id, in addition, send questions tojrou, 
you undoubtedly would have no objection to responding tc thczn in 
writing as well? _ 

Dr: RuBW^Tiiat would be fine, 

[The qu^tfcms and answers follow:] 



3*j 



ERIC 



COMMITTEE ON WAYS AND MEANS 



^v«-x^r I7 f l*H 



Ji^rt J, > y t :r. t _«.D._ . _ _ 

Assistant Stci^tary f cr_H«nr.in9 »n«3 Evaluation 
t/*p«.t ttrnt cf W*-*lth «rw3-Ku*«n S«rviC«S. 

ki»h;r».itcr, t. C. 202C1 



Or. txrr.4'.t of _ tr.f_ Sv>_cp«»_ittee 0 y*r»i9h^ _ *^ _l_^_ s «^ 
voirjruif or, Fut 1 ic fc*si*t*nce *nd Cn**fi &y»*nt Co*p>ns*t i on , 
vt *i*n u tn«nk yo»; for testifying during th> jo i n*_ >**jjn»§* 
r.«id &n fcc^iri>er 3, 1915: four •Lt^.twrnt, _L»po*t«nt in 
iicin? tri« Sut>c«w>ttee* •■a»j»* th*_c****» *n& i»p*ct of 
th« r«-c«r.» inert-*** in th* poverty rat*. 

Attach *r* *dditiorv*I q^eit i_o_n_*_ f or _t^_ record. »»• 
would ipptrci-t* receiving your response by December 12, 1**1- 



A<3 « in, w* appreciate your *ssi»t*nce 
Sincere! 



CKi-./»*n # Su&co^wMtte* on 

*i>i;,J ic _»_**l»t*ncr_»nd 

Ufi'/*floywent Cowpen**t ion 



At t *:hffM ( 1 ) 



i \ m 0 : M — 22 
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I , ir. ycur trtti*oe>, you iodic tie that from 1*70 to I9fi3 tfee 
purchasing po«er of AFTiC benefits cecli^a^ bjt »«re _ t6 ** 
3 0 percent and tfcat it beyond the Mans cf state and 

local govrrnaef.t to to Seep p*ce. _ f»5y ibocldn't tb* Tederr 
al government encourage states to Seep tFK benefits levels 
up with inflation? 

2. Ir your testmony, you mention, that ATDC benefit levels 
ihave net «ept pace y»t>i m£l#tign«. T*» w^st cutest, h a s 
this increased poverty e*ong female- heeded families? 

3. Is this _&ot_an_iiiiportsnt _._t*«oi ir eipiainr 3 why poverty 
is so fcign emomo. female-beaded families. 

4. Ir, your testiiioriy^ you place 9*««t^*pnasis iron i_healtny 

economy k*»»9_ *° J****. _P°: v * r ■ _ Kn * t - 

sura nee do you have that once a not her with two or thjee 
children obtains ^3°&«_t6*5 _S*_* iW enough wages to 

put her and her family above poverty? 

Is it not true that there were about _400.0£0 fe^lerbeaded 
fast lies in 1912 working full-time; but who were still in 

pover t y? 

Kould .you _not agree __t_ha_t__ some o, overnmentml assistance 
should be given to those families? 

*h*t ^rcentege pf the females working today ^e^m^-wage 
rate 9**«ter_ than $4.00 per hour? Greater t^ani^.OO_per 
hpur?_ Greater than at. 00 per hour? Creator than 57.00 

per hwi ? 

5„ At the beg^nhing_bf the ieagah- ftdmihiJtf ation there was 
nuch talk about nafety nets. Should children in families 
where both parents are unemployed nave such a safety met? 

Should not the federal government .mandate WOC Jestmi 
for children in families where both parents are unemployed? 

I. To what estent, did these On* k >J^^.M?^». *• 
the poverty rate? _*ou mention In your _ testimony _tho_t_ theae 
reductions saved the Federal and *tate oovernments 11.1 
bil l ion. __ls_ it_not true that welfare plus earniMs put 
nany of these t»m\ lies »ij«htiy shove poverty nnd thnt^with- 
out the government's assistance, many of these families 
are below poverty? 

7. Ob you agree that a notner who _wotk_s ought _to have more 
total disposable income than a mother who doer >__*ot7 are 
you aware that as a result ot _th«_ joduct ions __«nacted_i« 
Ivll, nahy families, with no warnings can have more net 
disposable ihcome than families with earnings of MOO to 
$500 3 month? 



32;j 



323 



fe. tc you consider it fair f*»5Js with .SiiGOO.ol 

ea^nihsscoule lose, some $i;700 . in . .'<^v*r_onental _as~ 
s -static*? Si it * f*ir gofttSMOt xcf__tfe-it_ _ chants 
th» r^Jes of * c,cv*rt»ent_F>Togi«*_thjt dr««*tJC«lly and 
fates tatcje tfcjnts o2 locot* fro* lo* i5co»t fwhei? 

* • » r t * i e y i derice do yo.* t * »«■ t fc* t pa r t J c ; I J*n? »_ in C«i«i t y 
fcc-r* iiperienc* Fro^ra* (CfctF) will t* atle to obtain • 

jot ml * 3«^*t*r ritr t!Uw tt^&r *;*fc^t CfcTP eif-rie-^e? 

10. Dr_. C^ttsch-U testified ib iegaftJ te t^>***> °* 
Seva^e-headed t*»_xl»«* that *** rewain f^***:**** 1 *" ***** 
cxonocic P** fc*** ^l?' 9 *_ x **** c *_* s ****** 

pevertj rate*. Ctar pessinisv is ui#<J oc tb* smaXlpo*- 
erty reduction *iptr irftcrd by this deM9**pfeic_ croup 
during the hisfc growth period of the late l**0s and 
ririy 1*7C»; # 

If. light of that. evidencei_*hat _assar .. c **_ y9*»_? i ^* 
that high growth . .will _T*d.oce t^ poverty of female- 
headed families sign f icaotly? 

li. P?_tr»e_ basis. of_ * c *_ l*?*"** 

fip<jt«T F art j c l pa 1 1 en, compute t he <**o»n t • * * * 

Iroff all the wr i cas income transfer __P to ^* aB * (froth 

e.^ans an^ non-»f *r$ telttd) 5*^*** e ?_ J.** 1 ^ 1 *^ 

ir»c iv jd^alfc belo* poverty. These calculations shouldbe 

d&n« with and Without inclusion of health benefits. 
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ItiPtSTQItNT Cii Hi UTH4HI <H\MHHI» 



ti: i s 



C r. a i n**n 

S i&coii i 1 1 e* <-r, Ov* r i i 4 ?, i _ _ 
Com* ; It rf . cr._»»x*_ *r«d_»l*Ar,*_ _ 

• iSM^Ior,, ti. C. 20 

Cwftr Mr. Ctv*irfc*n: 

Z *;^rerist*4 the opportunity to_ *«s^ if y. 6r» S>ov«mO*r_3*_l**l 
r*t r* t r*_ }oiat _r.**rir>g_ qI tr«*_$*&CQinitt««. Oft.Gmrtfc^bt. 
tf.e_Satrt*o«iritt oft FatliC Uiilt*fic» «a4 C*e«pl©y««»t 

L n#j.*T,m ion. 

i-.-I' i#3_«re »y _*r,«wer*_ to_yoy r *44>t ion«l q^»t ions for 
tr.f ffcorfl. I m *lso sending copy of this l*tt#r witti 
«►-. \r + *4dr«'fc£ J *-i to Co*9re£SJr,*n Ford. 

ik Air," t r,*)_>.k _ y:>a_t :.r t t.*_cr*nc* to discuss c«ji*i *»d 
iir;»-t crl «te r#crnt incr««s» in the poverty rate. 



Sincerely, 




assistant Secretary for 



Planning and |w<lu*non 
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C -est: or. T 

I f, your f e^timchy, yci_ ihcicate th5t ffroir.1970 t3 19S3 the 
purcV.as if:? power c f " AFZZ benefits ceclihed.by msre tftiri.3C. 
perrtnt ar.c that it wis re_y_3nc the .weans cf state and local 
gcverhreht_f o Seep p*ce. _V5y Shoulch' t _ the . Federal _ government 
ehcourage_5f ates to keep *FDC Benefits levels op with 
ihf I a? lor.? 



The- Federal ccVerhmehf encourages States to keep up their 
klt'C benefits by matching State spending based. oh State per 
c*pit& income'. Trie Federal reimbursement levels range from 
501 to 76# witf. those States having a lower per capita. 
income receiving the highest level of reimbursement. It has 
been beyond the means of -States to Keep- Benefits Current . 
Because- the very high inflation in the late 1970s lowered the 
real value of those benefits substantially. 

Sheh this Kd'rr in iist rat ion took office we established economic 
recovery as our top priority-- Xs a result of our policies* 
inflation declined dramatically. The improved economy will 
enable State* to increase benefits by reducing welfare 
expenditures arid increasing- fax revenues^ This Administration 
also *ade cha~.aes in KFPC eligibility CO target Benefits ZC_ 
those most in need. These - improvements enabled 32 States to 
increase benefits since July 198C. 



Cues tier. 2 

In your testimony, you mention that *FDC benefit levels have 
hot Sept pace with inflation. To what extent, has this in- 
creases* poverty among female-headed families? 



From 13 7 5 to 196: the Consumer Price Index f CP I ) -increased 
79 percent while the ir.ax imum AFDC benefit for a family cf 
four in the various states increased , on average, -only 30 
percent ^ Using data from the March 1953 Current -Population 
Survey (CPS), we have compared actual measures of poverty 
Used'on cash income for female-headed families in 1962 with 
those that might have been observed if KF0C- behef i t levels 
in effect in 1971 had been indexed to the CPI. Because of 
time and data limitations, bur method is a rough siTulaticn 
that gives a general idea of the magnitude of the effects of 
indexation. Indexing AFDC benefits from 1975- to 1 96 2 might 
have reduced the 1982 poverty rate among female-headed 
families from 52,4 percent- to -51 . 1 percent, Moreover, 
indexation might have resulted iria 1982 poverty $ap. for 
such familiei-of roughly $15,2 billion rather than the 
obrerved S17.2 billion: 

These estimates were derived by inflating annual XFDC 
behef its reported in the CPS-by state-spec* f ic adjustment __ 
factors taied oh maximum AfDC benefit levels for * fatrily of 
four, tor each state, the-adjuitmeht factor is the. percentage 
increase in the maximum 1982-beriefit fori family of. four. 

wc^l2 b«-recu:rea to fully offset the increase in the 
CPI since 1975; 



Shswer 



Answer 
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Several considerations should be kept in mine when 
interpreting these results. First, we were unable to 
simulate the reduction in labor force participation that 
nucht **ave occurred among AFDC families if benefits had 
increased by t^e amount of_th» CPl increase. The resulting 
r^j.Pa ear-incs would na*'e tencec tc increase oo\«?rt> among 
AFDC families. _ Second, the simulation is based bri families 
who actually received KFOC during 1982, so we were unable to 
include those add! t ional _( jmi 1 ies that would have been 
eligible_wlth inflated 1962 benefit levels. Finally, it 
should be noted_that the unit of observation for our analysis 
A£ _ the f ami ly , with related subfamilies being consiSertcJ 
di st met f ami 1 ies and not part of primacy families. For 
example^ an AFDC f ami ly re/siding in the home of the 
grandparents is considered a separate fimily and not part of 
the grandparents' family. 



y j e st 

1 £ this not an important factor in explaining why poverty is 
so high among female-headed families? 



Answer 

The lack_of indexation of AFOC benefit levels contributed 
only slightly to the high rates of P9y*^ty among female-heaaed 
fam"il;es_anc should not be regarded as a major factor in 
explaining such_high poverty rates. Even if benefit levels 

were f uily_inde>ted, the poverty rate among *«iK*i«**neaded 

f asi lieS_would_remain_much higher than the national average. 
Our rougb_estimates_indicate that implementation of full 
indexation m_1975 might have reduced the 1982 poverty rate - 
among.female-headed families by only 1.3 percentage points (from 
52.4 percent to 51.1 percent). 

Cu f*stlon 4 

In vbur testimony, you place_great_t-ir.as.i£ upon a healthy 
ecoriorry. belha . at/le to lcwe r _ the poverty rate. What assurance 
do you have that once a rother with two or th *e children 
ettains a _Ot; that .jcb.will pay enough wages to put her and 
her family above poverty? 

It it not trj< that there wtt About 400,000 f*r*U-headed 
grilles in 1 >82 working full-time, but who were still in 

poverty? 

would yoo. not. agree. that_scrre governmental assistance should 
be given to tr.os-e families? 

wr.at percentaae of the fVrales working today have a wage rate 
abater than 54.00 per hour? Greater than 55.00 Per hoor2 
Cttater than $€.00 per hour? Greater than 57.00 per hour? 



Ans wer 

Accotcinc to Cf-nius figures, 224,000 woren who headed families 
w.rVfd full tire in 1982 yet had i ncores- below tri*.pfcvmy 
level for their sue families, this is e.8 percent Of_all__ 
voren who headedf ari lies ana worked full-time. It compares 
to_a poverty late of 3.5 percent for all farilies with a full- 
t ir* worker. 
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AlttfvCh there are ho if lurahcei that, a f ull'tire worker 

11 »*rr frtojaN to Veep rif r family aE»cvt the poverty level, 
th* | . ferif 1*1 lot escaping poverty, it creater for a working 
»•*<•'. ftah for or.f-tKo relies on *» f t>C ; Cer.r tally; a family 
tK 1 ! r # 1 » * f iifirf ly oh j j&lic arstMance will, net receive 
• *. jo». r.crrf to rkCeed I he -poverty 1 i hf . . . On . X he other... 
r,3-l; * w.>rari who wOrkS f uH time *r»d i*iff; K " $4 an hogr.bas. 
i*..."* in i i kC«"».s of . t he poverty level for * farrjly of three. 

i r.oi « ««.e. f o $4:"?* an hout would provide earnings in.. 
» >.»Ji of the poverty t ate. for a_ family of four. In 19B2, 
r*._7 ttrcenl of ferale worker* who - r epor f ed thei r. earnings 

cl h'»ot *y w ages .eat ned ft or e than 54 an hour. Futther; 

44.3 prcr nt had hour ly_ ear m ngs of 51 ot ir>or« ; 34 B 8_pet cent 
h.id <ir hr-u i ly w<joe of 5fc or pore and £ E . 4 percent earned 
5 7 or t jk per hour . 



Families -with low incomes Ire eligible tor government assis- 
tance uhdera variety of programs. For example, a mother 
whe earns 5581 a month ithe minimum wage) arid has t*o 
sctjcc>age children would qualify to receive $110 a month In 
toed st>rps. Her children could receive free breakfasts and 
Uhcriei valued at SbO a month. In 30 States* the family 
could be eligible for Medicaid under the optional mediCilly 
needy pr r«crar , depending oh the State 4 s income eligibility 
limits anrl the family^s medical ex^rises . Other prOgrims 
for which the family may qualify are social services under 
the Stat'j block g rint programs, low income hOffie energy 
assistance and housing assistance. In addition, the mother 
can receive $32 a month as advance payment &t tne _**5 n *^ 
income tax credit Jswell as a tax credit for 30perc#ht Of 
her child care expenses up to the amount ft her Federal tax 
liability ( o* 515 a month for this example } • 



Cccst ic ^— 5 

Ar the te2 ; nr /.-c cf the Fevican Xdffinistrat ion there was muc^ 
talk abowt safety nets. Should children in fellies where 
both parents Ate unemployed have such a safety net? 



Th* wKtirp loved Parent fUF] component of sn_Aid to Families 
with dependent Children ( Af DC ) prog rem is a State option and 
w?_Sel:eye it should remain so b*ca#s* States finance up to 
c£ tfce ccst of AFDC. The federal government encourages 
States to provide a_safetv net for children by matching 50 
to_76* cf eachState doller g#*nt on both the AfbC program 
and t7V« AFDC-UP program* tfc* AFDC-UF pro$x«i¥ is steady 
serving _263» COO families in 2'5 States, including most of the 
h_i«h-tt;i_neif i t State*. States have of the basic 

AfCC caseload nationally* 

C^fSt'iCr € 

Tc what extent, did t>;**e OCR* reductions in WDC iricreele 
the poverty rate? ¥cu mention In your testimony that these 
reductions, saved Federal and state governments 51.1 
billion. -JI it r^t true- that welfare plus earnings put many 
fli tnese families iJigfctXj above poverty and that without 
the governmem't, esii stance* many of these families art 
S*:.tow poverty? 



A n s wer 
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Ar ;w» r 

Ke have he ir.fbritit ion concerning the effects ef the OBRA 
changes on the poverty rate, although the chahge5_wers 
targeted on people with other ireans of support.- Frorr 
simulations based on the 1979 Characteristics of AFDC 
Recipients Survey, 12.1 percent of -the _pf*^BFS SFDC 
caseload hVd income {including food stamps) above the 
P 0 y* r ^y_ li b e '__?°l i _ lC)h 'l r, 9 * ne changes, 5.3 P**; c *nt of 

the caseload was above the poverty level, 9*_^ os ^ families 
who lost eligibility because of the OBRA changes, ah estimated 
89 percent had incomes above the poverty level pre-ref orir.. 

Although many families with earnings no iOhger qualify for 
AFDC, other government aid is available. A ™°t ne E_* ltn tw0 
children who works full time at the minimum wage qualifies 
for food stamps tr»*t bring her income above the- poverty 
level. In addition, other benefits are available, as 
illustrated in the answer to question 4. Furthermore, in - 
some states, this family would continue to qualify for fcFDC. 
Other families who lost AFDC eligibility have made up the 
lost benefits by working more and, in fact, ve expect many 
recipients will increase their ««ni;igs in response to the 
changes and as the economy improves, A study of Wisconsin 
AFDC ircifjjents who lost oll_AFO^ benefits as a result of 
OBRA and were not receiving •**A s ± a D c *_** *° 1? months later, 
found that they had realized average wage increases of 10 to 
17 percent. 



Question 

Do you agree _ that _a_mpther who works ought t° h *vemsre 
total di spos«ble_income_than a mother who does ho 17 ^Rre yoi 
aware, that as ft. ?esult_of_the reductions enacted in 1981^ 
many families witfcno earnings can have more net disposable 
income than families with earnings of $400 to $500 a month? 



Answer 

^hcer some circumstances it.i.s.possible that a family *ith 
earninos could have less.oi sposable _ income—gross^ income 
less ta*es and work-related_expense£— than a family 3ust^ 
relyino on AFDC and food_sta_mps_. This occurs infrequently* 
however, Khenthis anomaly does occur, it is usually xn the 
ijicome ranoe of _$40JD_to_$IP0_per_»pnth. At a CuU-CIN-- 
minimum wage job a woman. earns apout ,.$581 per »onth, well 
above this ranges. .Administration policy is to encourage 
full-time employment that provides ecomomic self-sufficiency. 

It is-also important to note_ the Admihistration^s firm - 
Belief — one that l_think is shared by a large majority of 
Americans -- _ that. employable jrecipi ents should not - be g i ven 
the_chOice_of working_to_support themselves or rollccttng 
welfare. For this_r*a_son, we_strpngly support mandatory^^ 
participation in_Com»unity_Wor>_Ciiperience P 
and would urge the Congress to enact our proposed worxfare 
legislation* 
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Queit ion 6 

Do you ccr;s:cer it-fair that s farily with_$6000 of earnings 
could lose sorre $1700 in governmental assistance?. Is it a 
fair policy that changes the rules of a government _prog raff 
that dramatically and takes large amounts of income from low 
income families? 



The chance iri the AFDC program that-would have caused a_loss 
of the maanitud* described was thefour month Li VI t_placed 
or. the disregard of S30 Flus 1/3 of earnings* .Although 
families who lost benefits due to this change &ay_have_ 
viewed it as unfair, the actual effect of the ch*nge_was to 
redress a serious inequity in the law Between AFDC families 
and other low- income families. 

The intent of Congress in ^establishing the S30_plus_l/?__ 
disreoard was tc provide an incentive to parents. with_ families 
receiving AFpC to find jobs arid Become self-suf ticient- — 
The.disresard did not accomplish its purpose,^ During.the 
thirteen years during which the provision applied* the_ 
percentage of working recipients aia not increase. __The 
percent of case closings due to esrnines actually dropped. 

Father th^r. .provide an incentive tc become self-suf ftcient, 
the d.sreaard became a permanent income supplement* 
H£i. families in all i'tates continued to be eligibJc.for 
AFDC if tt»ey had full-time earnings at the minimum vag«. — in 
18 States, families with $15,000 or more in aocnuel.earnin^s 
retrained eliaible. Because the disregard applied ..only 
earnings.of persons who began wbcSing while r*ceiying_AF?>Cj 
other families* with similar incomes, Were not ooly .ineligible 
for aid* but paid taxes to provide Benefits to others* Tfce 
fout month limit on the S30 plus 1/3 disregard removed this 
inecuitv fron- the program. 



Cu e stiof'. 9 

What evidence dc ycu have that participants in Comauni ty__ 
Work Experience Procrar. (CwEPj will be able to obtain a job 
at a greater rate than those without CWEP experience? 



Answ e r 

We believe CWEP will help participants to Obtain. ]©Ds 
because it provides job references, training, potentia*.. 
jobleaas, maintenance of existing 30b skill * and. improved 
morale and self-esteem. There has been a high rate_of__ 
voluntary participation in CWEP and a high degree. Of.cooper- 
ation by*participa.nts. There has been a growing. State__ 
interest in the program since it was instituted. in October 
of 1961 . Presently 22 States are voluntarily pariicpating 
in CWEP. Several States have reported their 3ob_placem«nt 
rates with CWEP are above th* rates they experienced with 
the Work incentive (WIN) prborrr;. 
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In par t icul ar , although we recognize that information from a 
rigorously controlled experiment is not yet available. 
Several States have supplied us with figures which indicate 
CWEP is a success. Michigan reports an 82% job placement 
rate increase with CWEP and KIN demo over WIN. Oklahoma, 
California* Iowa, and West Virginia* among others* report 
placing at least 20% to 30% of their CWEP participants in 
regular, unsubsidized employment. Officials for Utah's Work 
Experience and training ( WEAT ) program report that 171 of 
those selected for participation had their cases closed 
prior to assignment because they found full-time employment. 
Of those who were actually assigned, 34% obtained employment 
after their assignments. 



C^estior. 10 

Cr_. GotiSchalk.^esti fied_in regard_to_poyerty rates of 
f emale-beaded_f amilies that "we_femain_pessjmistic that 

economic_growth per se_will_haye a_large_impact on their 

poverty. rates* __ Out pessimism is_based_on the small poverty 
reduct ion_experienced by_this_demographic_gro_u^ during the 
high growth period of the late 1960s and early 1970s. " 

In light of that evidence* _whAt_#ssur#nce s_can. you _give that 
higrt orD*»th will reduce the poverty of female-headed families 

significantly? 



We are more optimistic. than Dr* Cottschalk_because of 

several recent trends tbat_were_not_eyident during the 

period of high growth on which he bases his conclusion — 
the late 1960s and early 1970s. 



Formerly, 3°b opportuni ties_#nd earfiings.of _women_ lagged 

far behind those of. men. _Women_were more likely. tobe 

responsible for children and_ fathers proyided_li ttle child 
sjpport* Frequently, they relied onwelfare benefits that 
provided incomes less than the poverty level. 

SeCeht trends indicate a cbancing_pi ctyre.__Inc_reases j n 
laoor force part ici pation_of _women_witb preschool, children, 
hidher educational *ttaiomentei_decreasing_«ejc discrimination, 
creafer access to childcare* and increases_in_ shared custody 
6f children will lead to more.and better_*<ork_opportunities 
for women that will allow_them to_ir»creas*_their earnings 
and reduce t^eir poverty r#te*_ This_is_especially true 
considering the vigorous economic growth that we are 
experiencing. 



In addition, tbe_Ad^inistrati©n_is_pushi_ns legislation that 
would prodace much stricter enforcement _of_chi Id ..support 
decrees. Tbis.iegislatiorii which was passed umahimously by 
trie He use l November, also would increase women's incomes. 



Answer 




ERIC 
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On the basis. of .data from_the_l979 Survey of Income and 

Prograr Participation, compute_the_a^ount of_benefits _froR 
all the various income, trtnsfer programs.iboth^means and 

noh-rreans testedl. received by_ families and_ind 1 viduals 

below poverty. These. calculations. should be done with and 
without irtclusici of health benefits. 



Answer 

Ke computed- these - bene f its for. f ami 1 ies_ that we re _pre- transfer 
poor as of April 1979. The total transfers are shown below 
for different f airily types: 



Total Transfer to Pre-Transfer roor in April 1979 
($ million) 

Excluding. Including 

Medicare ana Medicaid Medicare and Medicaid 

All Families 57,063 $8,608 

Elderly Families 5,917 5,948 

Single-Parent Families 851 1,001 

Two-Parent Families 516 



Note: The actual Breakouts reflect _ further discussions with 
Committee staff. The attached_Faper_and_supplementary 
tables describe these estimates in more detail. 
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KTrcsCTra? takes pop hxsi wwrs »,t ycc.-s om:ttc: rsjclst 

Dmrivr 1963 



sf .Total Per_cer.t 



Used to Poverty 
Alleviate Gap 

-*&*trty * Filled 



- iv • : : if;en ?ra:i;eri ^ Srvtrv. ; s^n; ;9"? — Al. Fa-M.ies 
(!>~'^:et ^W-^e a.-.: Meixcaiir 

Ave rase 

htonthly 

Transfer . Percent 

_ Total _ per t*3_Prer_ 

Transfer rronra> Transfers Rtcxpi.ent. Transfer 

(S .raUior.i-T a - uly '.$) -P oor— 

■*: transfer* 0 

Al_l_ cash Vant't rs.... 1044: 340 63.3 

*occ Starts ar«r houBjnc - - 

assistance. ^ .. .. 592 ■ 85 7£.8 
iasr welfare, roC*": Scares, 

ar£ housinc *iiista.nce. . . P92 IE* 82.7 

All transfer! 11C33 33E 64-2 

Social security (SS >....... 7624 359 63.5 

SS a rcxxf StA-pe US) 8024 304 64.3 

S3 a earn welfare {00..... 323 66-4 

SS a other non^elf are _ 

cash transfers 6532 343 62.1 

Food Sta-rs -*» -72 79.5 

FS a cish w^lfire. ......... 1600 190 83.4 

FS a all cash transfers.... 10641 341 63.9 

Cash >*If are 1200 179 84.6 

Knjsmc assistance.... 192 73 77.1 

Cther ncr.-N-elfare cash 

transfers. 907 300 SO.? 

NCTLS: Total poverty oap • S6.96 billion: tjota^ 'a-nilies " 

* Coasts only the part of the indicated transfer used 
up to the poverty level. 

-** FTr-txahafer poverty- rate.. — 

All cash transfers. Food StanpSr and housing assis 

SOURCE: I52P Wave 2 tabulations. 



Percent 

Poor^ 

Post- 
Transfer - 
29.1 



«»6 

74.: 

72.8 
42.6 

41.G 
42.6 
44.9 

40.0 

75.3 
73.9 
42.6 

75^3 
74.2 



36.1 



62.4 

6.3 

IS.6 
€7.5 

44.9 
49.1 
56.9 

50.0 

4.3 
17.0 
66.3 

13.0 
2.0 

S.P 



16.7 

26.4 

27.4 
15.6 

19.2 
18.8 
16.0 

18,5 

2B.7 
27.9 
16.4 

25.2 
29.0 

28.5 



86.62 million, 
to bring a family's 



33,j 
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Ixrlj;** yei«;ir« a~j Ve\i;raii' 



4 o-a — i;jtr,y Far-lief 



Average 

Monthly . . . _ . . . _ . . 

Transfer F er r e r, t ef -Total Fiercer.* Fercer.t 

»r tc ?ztr- wsei S toverty Focr . 



TTanafer Fr^ra- 


Transfers 

(S million) 


Incipient 
Fi-iiy 15) 


Trans f * r 
F"ocr 


Alleviate 
foverty • 


Cap 
Filled 


Trans f er 


Nc transfer* 


. ___0 

C290 


374 


66.1 


42.0 


67.4 


66.4 • 
24.4 


Food Starve and housinc 


9c 




9;.: ; 


6* 


r .9 


68.; 


Ca»^. w*;f*r«. Food Star£6. 

a:: tran«!«r» »•• 


341 

. ee3b 


377 


9::: 

6c. 5 


E'.C 
4* . 1 


9.£j 

e9.; 


67.7 


5S a-ki veteran' s pensions. 


• 5"* 
594? 
6015 

. 6051 


353 
361 
359 
361 


66.6 
67.3 
67. e 
6?;e 


41.9 
41.4 
42^9 
43.1 


80.4 

85.5 
fee. 4 


2£.: 

27.0 
26.6 
26.4 



NOTE: Total poverty oap • 53.02 billion: total famlics * 17.57 rrillior.. 

• Counts, or J y__the part of the indicated transfer used to bring a fa-uly's insane 
ur- tc the povertv level . 
*• Pre-transfer poverty rate! 
••• Ail cash transfer!, Food Starps. and houiinc assiitance. 

SOLfiCX: lSDr Wave 2 tabulations . 
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E2£«ct_cf Trtr«i:«:s. ^.fwrr-tf. April 19?? — Sincle-?axr;t r 
vExcijces Se»ii;*r* end **iicaic) 

Avereo* 

Monthly 

Tren*fer __Percer.t cf Ttat*i ~ Percent Percent 

Total _per _ to Pre- Uaed to Poverty Poor, 



Trensfer Pragrar. Trersfera 

( S-mi4 lion ) 


Recipient 
Femily <$) 


Transfer 
Poor 


Alleviate -Gap 
Poverty • Tilled 


-Post. 
Trans fer_ 














46.2 •• 


All caah transfers 


765 


262 


81. 6 


67.5 


41.9 


41.7 


Food St-arpe end houtinc 










17.0 




assistance. .._slj_». . 


269 . 


106 


63.5 


76.0 


44.5 


..*ti If*?*.. Fo^d.Starps. 
enc housing essiatance . . . 


736 


246 


89.6 


79^3 


47.; 


39.0 






279 


82.3 


67.9 


56.9 


36.4 






224 


93.0 


64.8 


28.9 


44.8 


F_ood_Stinp6. j_. 


300 


104 
246 


84.1 
92.0 


79.9 
51.3 


13.4 
12.5 


45.6 
4$;2 




63 


70 


81.6 


74.4 


3.6 


47.1 




626 


263 


90.1 


81 -I 


41.2 


43.2 


AT DC. Food SLvrpt end 












40.0 




971 


286 


62.3 


66.8 


S4.: 


JJTJC^ FooO Svarpa, 














end housinc attis^anc* — 


— 689 — 


239 — 


ft*.3 


79.7 


44.6 


41.3 



N07LS: Totel poverty 9a? m SK23 billion? total fertile* • 7.22 mi 11 ion. 

• Counts only the^perLOf the indicated transfer uaed to bring e fenily'a inoont 
up tr> the poverty level. 

Pre-txenefer poverty rate. ^ 

aji cash txensfere. Food Starps, ar»3 housing assistance". 



ixliCEi isbP Wave 2 tabulation*. 
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T 1 ^— ; oA. Lf : r — lr>\s •L v **". • V'-- — TV?-?arer.t Fa - - 1 iei 

Lx. . 'lei-care at.- •Wiiceii, 

Kvvrict 







K»t&iy_ 














Trenafar 




of TtTtal — 


?»reent 


Percent 




TbtAl 


_ 


tc Pre- 


"Umo to 


Poverty 


Poor, 


7ra:.fcf«: .vrr 


Transfers 


Recipient 


Tranirer 


Alleviate 


G*p 


Post- 




{$ miliar, J 


Ffc-aly <$i 


Poor 


Poverty • 


rilled 


Transfer 


Nl tT&r,ft£er* 


. ..._c " 










9.3 •• 




1097 


305 


36. i 


24.8 


36.3 


7.2 


r x*i S*_ATp« hociirv: 
















131 


105 


69.6 


62.1 


10.6 


8.6 


Cas-. welf&rt. Focx: Starps. 














- - vi: StCiLnc ass -stance ! . 


- 3*£ 


2C1 


?3.2 


53.9 


23. € 


8.0 


A-i t.r*-na?ef» , . 






42. C 


26.X 


45.9 


6.6 




hi 


icr 


71.2 


64.3 


9.5 


6.9 






175 


76.3 


62.6 


16.6 


6.5 


FS 4 All easy, trarufers. . . 


1206 


301 


41.7 


27.9 


44.6 


6.6 


vtaer cash £r«nl ters 


635 


321 


36.2 


23-4 


26.0 


7.9 


Fociai security 


36S 


354 


27.7 


17.5 


6.6 


8.7 



>.n>: TVta: prvtrtv gap ■ $0.75 Oil liar.: total fanilies " 24.60 million. 



* GouKti or-y t-He pari of the indicated transfer used to bring a family's income 

UT- tc tne. poverty level- 

_V Pre~trarjfer poverty rate. 

••• Ail caar. transfers* Food Starpe. end housing assistance. 

OfcCi: IS^r wave ; tabulation!. 
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ru^Lc ttx "poverty gati 

UTTIPLE TRANSFER PROGRAM MKriCXPKIIGM 



June 1983 
rrvii^. Dec«*r 1983 



* Office of Incro Secumy Policy. Departnrnt cf MiXf* and *r*n 

Services. 

-m* iuthor woul4 liM to thank TtidSi Oiitifion. Marttn Holner^ 
sSic*^S2SL^S ^r. Anthony j.jWl^i^J*^.^* 
SSiKBB: «! Ti^thy ailing for -^IEmEP 
FKlna for ccn ? rt.«-_proor«mms. «nd Orel Iv.rw £or ?r*phAa - 

TTnrc.«»rily ricri^r.tinc thi official po.x^on_pr policy of 
S^S^t/ ^ H.altn iri »r»n 5.rvic*. at «*y offic. neun the 
Department 
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: : rz i'ir : ^v::*;.: tv^.s^d 1 ?hjgw^ pa^c:pa?:ot' 

m r a *r~-.; :r: a?v: iritelliicrx rodi * ^cirtion cf the welfare 
r . i»«r re-.,;:*: * bi^er ^.ierstar.liha cf Enter actions ar*1 overlaps Betwwi 
exist irv pr:»r.^-a,. C.S. transfer systeir: irkcludes rwiy prop vis with 

disrvirat* r^.vils ranci:*: frcr. pr^idihc cash assistance or food* shelter* 
ar.: r»t*::ra: c^r* f.r the ne- !y t_ these servanda social insurance function 
<e.-. T-.rr^-rc r e~:<i ^ , to; - does the transfer system consist Of so 
r«>ry r. *vs v.:t-. r. rltarly defined ooai? the reason is iirple— transfer 
prc*?:\\ vs have bf*»r. designed independently (for the nest pert) to meet the 
rwis, cf r^rt .^lar pep^ation croupe and therefore hav« different eiigifci- 
1 1 1 > c:;S': ^. HuOt^wild (1983, p. iv) tjiwizes three positive and flour 
nt«:»tiw ps;»"-.s, cf s-ch ar. unstructured approach: 

c fVl*'»i-*_ c c 'fr-^ i X e *iV t * r ^** t; tc recipients with a special 
:*f*z or subject to a serial risk.. 

c CLr:-Iative benefits can be lira ted to rea&crable levels throijcjh 
an_r -yriate sequencinc cf mcorw calculation for eiicibiiity and/or 
tax ra'es or. benefits. 

c I* 1 :t:ral arJ pui \ it support fcr particular pcocrar* can be nbbilized. 

r ties car. exist fcr fa>ilies ir. sirular eebneric circiiristahcei if 

prdcri- p^rticipe* icr is net the sane. 

r Corr.*<itv *r*d ^J^;- :«ticr: ir. cat cdr~licate *i"X-ustT6V-:h. 

c FGlicy ra>.eri have difficulty in evaituatlfw ad«*|uacy of over- 
gerierosity . 

c Cunulative tax rates car. underline work incentives* 
TY.e cverall effects cf the Deration of multiple pr ogran s has been a 
»ir;e.-. cf controversy. Fcr instance, it has been arjued that the rultifli- 
city cf exist 1^7 ber^f.t procrans provi-iinr sjpp^rt fcr the poor ii suffi- 
cient tc elir-.ir.ate poverty. But a study for the Food and Nutrition Service 
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hai irr^ that -uitlpie ?? 5cw participiticn fcy Foc*i Stir recipurts 
man* & poverty— It conclude! that "the major effect of the Food 
SteJV program In crjrfctmsian with other transfer programs is to keep 
tvultes frori falling below SO percent of the^ i*>verty level" (MacIShaia. 
19S3, p. m). 

Only recently has survey data b^om available that allows irtvesUg*- 
tion of the actual effects of multiple transfer program parUcipatioh^ 
y&*t ttudie* of transfer program participation focus on Dust one program. 
Both survey and ednuustxativi data can J* e#tf have beer used foe such 
analyses, fc^nistrativi data ire, however. jJ*3aquatt to address iasuas 
involving simultaneous receipt of more than one transfer benefit. In 
partiojlar, the fragmentation of records between Stat* and Federal govern- 
ments and cost anci pricey considerations have precluded computer matting 
of records. As a recent National I**earch Council report concluded. 

Vxth relevant farily assistance statis^cs_maoj^nedJ^ * i * f€ f* f / t 
acerwries and it ail levels of gc**rer«nt_ under dif: ferent def initions. 
it is rat>er difficult to develop the_data_artLlnformstion ^requxred to 
address welfare policy lisues aa*iuat*ly,_to_ot*ra^ *J d ; ™ ft ^ i t ^-- 
procrar* efficiently, to evaluate jthe_perforna^_cf Jamly assistance^ 
pograms as a group, and to oonduct research on welfare needs. <fcilfc>rd 
et al. . 1983. p, vil) 

The first aata set that allowed sophisticated investigation of staple 
b*hefit receipt was the March i960 Current Population Surrey (CPS). 
S^edlr« :i9€2) Js*± that survey viry effectively to address isiues ct 
valuing in-kind benefits end measuring thiir affect "oh poverty in X**. 
Later March CPS interviews allow farther «a^ftatron or those same t*sr»s. 
one shortcoming of such an analysis ii that the CPS is th fact designed to 
measure labor force^ activity ind therefor* the n*asor%s of income and 
program participation included are less than perfect. 1 
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In order tc rererly drawbacks cf the CPS, in the early 1970s the 
Department of Health and Human Services in cooperation with the Bureau of 
the Census began development cf a Survey of Income and Program Participa- 
tion (SIPP). The developnent project, known as the Income Survey Develop- 
ment Program (ISDP), culminated in the fielding of an experimental research 
panel survey that collected monthly income and {arograp participation data 
on a nationally representative sample of .jproxrrfctely 7900 fardlies fcr 
calendar year 1979. The Census Bureau *Ai be fielding the operational 
phase of SI IT in October 1963. the analysis reported here uses the data 
collected for April 1979 on the second wave of the ISDP research panel tc 
describe in detail the program particif»tich of the U.S. civilian raruhstl- 
tutibhalized pbj^atioh. (See Yeas and Unlhcer, 1981, for ah overview of 
ISOt or Hunt et al*t 1962, for details about the research panel.) 

Even though ISDP collects in^rmatioh oh an enormous variety of 
programs, this paper examines only the largest transfer programs. These 
programs are Aid to rantlies with Dependent cmlcren tAFDC), Old Ace, 
Survivors, and Disability Insurance (social security). Supplemental Security 
Incomr (SSI), Meidcaid, Medicare, Food atampr, housing assistance* other 
cash welfare.- and veteran's, worker's, and unemployment compensation. 

The paper is organized as follows. Section 1 presents details about 
the transfer pracrar. participation cf important -iarorraphic subgroups in 
the population. Section 2 th«n discusses the effWta of these progran-i oh 
the number of pre^transfer poor and the extent of their poverty. Section 3 
provides sore concluding remarks. 
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1. »',-ti-> rr i r^rer rr^a L^Hl^ 

-zr. prcscr.t^ a crx^rcr.cr^iv t loc: £t te-^eiit receipt fror. the 
l.S. tr ir^fer ivf.e- rcr Srth far:: lie* a,-xi related individuals . A j»^or 
facus is cr. the pre-trahsfer pocr. Appenii* A iista bsth the projrar* 
ctiviieu arid the sources cf iriXr* included in the rfcMJe of pre- transfer 
ircm: Basically, the ffstr*f include* all raa;cr ooveirrer.t rec^tritutior. 
prlwTA-*; 5»?*r: fis^. arJ in-'tirJ, wraie pre-trar-sfdr irmne mclaicS all 
r r;vi:r sclTJts cr ir-car* (txaj-t fringe bmfitsJ plus c=vcr^er.t, nilitary. 
ari: £ivi: ser.'i-* rctirer «. : .t ^r^;:ri. She" official poverty eaicelii« I* 
tz dtfir.e th* ^' t?r. y lew!. 

Cf 67 ru.ili.or. f -v-.il ies ani ir-related i:\lividuais. over 401 received 
sir v-.«~5. : .t tr*fJsf.r ir. April 197* is<~ Table I): 2 The heavily 
r«-Li : iir^t;v* - cf i.-.i transfer sysi£- is illustrated fcy the prograx 
; . ;rt :r ;; ^;7. c!' tr.«- pre-trar.sfer v/^-cver &Ci ci pre-trar-sfer peer 
:«li« revived tririfer t*heflt. The tahle als£ illustrate* the 

i.-.:*" iiveriity ci prorri- t~r*?f it*— ever crie-fewrth of the population 
r~.-ei.-~.: socu^l ae-r-rity behests (Old Aoe, S-jrvivcrs, cr Cisahility 
In -r-l:.c*' *m:« re.- iv^ cash welfare cr Feed Smt? i*r.*rits. 3 

Vet. trihsfirr frijt« ere typically deEi?n*i to help cr* particular 
:r , t> - ct the j™.::**icn. Fcr ex^ple. the AF± procrar is designed to 
;r :v;:r. ih^S*;- s^;:*:- t. sirrlc ^r^ts -itr. chil irer. jriier 18 years 
rZi. 4 v> !-*iicar* r-\- r -~ - s ^^7^- t= P*/ f=r ^* -te^cii car* cr the 
elderly er..i the dis-^Iwi, arVi so forth. Thus, exa-inatior. of prograr: 
jwrt.rir-iticr. fcr Sc entire p^lati-ai: e;vcs ah Lnciyplete picture. 
Cri*i-5i-r.iiy. r^-t cf th:s Section fecasei attehtioh serially en 
!.«•« .:r r« ': cr -ju; ■£ cf w;i=r i-er^t—th* elderly, iirtdle jtfTer.t*. arrf 
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So prcxrrar, <■ 

Social Security (SS) only. 



SS £ other, Ujra r. 

£5 & r^ilrire (Mcr) 

SS fc 'HwilC^re orJ.y. 

S3 fc v^Ur-iii iMs? .. 

ca*!r _weif4T« ( CW ) 

SS. Her. Mod. V CV on ly. ... 
SS, to. Ho*. CV. L 

other prograr.. . . . . 

_^_» and 
Fcoi ST^rps <FS). ........ 

SS. Mrr. Mcc!. CV. & PS only 

SS 4 Food Surras... -. 

fc Food St^rpi only 

SS fc _pth«r earn trans f err - . 
£5, other cash tx^ri fer * , 
i. 



Food Star-ps only 

FS sane ether procr V 

FS fc fir^caid:.. .......... . 

FS t Jteiicare.............. 

FS £^£a*h ire.... 

FS. CV. & >«icaX2.. ....... 

fs. <v. c jfeiictta cray.... 

FS. CV., ffe*icaid. fc hrou-tir; 
iiitstance 

,1ft s v . we If ax* (BlSiiui --• 
CV 6 *cne_cf.-e 
» - Hwiisaij.^... 
CV •> Molic&i^ only. 



: er£_trt try ^ 
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0th»_eg*ifat4em. i vv.v- ■ • 
Hou»^_M»Wt-anctt only. . 
Otx.er ca*h transfers on'.y 
V^era.V»_pensicr» only 

- OT-pgnsat^cci dr.ly^. 

f*jri*r of dbservBtxanfi 

E^ICxJeS- f»"tS ties With t^3*ii\w_pre*tri^f#r_vn«jT»^ ..All ..ATCC And 
SSI farllie* tteiic*i<3 recipiency. S*e Af-pcrkJui A 

socro:: isrs u»v» 2 t^txaauensi 



342 



strz. fir- lies — ra>_ire jc 49 rullicr. farulles. 




rullicn *±rZZie* ^related individuals are net discussed separately 
twe^as-? cf their diversity. 5 

Since ah ir^xartarrt concern cf transfer programs is with pscC fanlies., 
I exKne receipt both for all facdlie* end for the pre-txansfer pxar, as 
defined by the official poverty thresholds tor 1979. € Since the poverty 
levels are basei or. cash mcone only, there 1- acne question as t-3 whether 
it is aprrcpriate tc use sjch a neasuxe when considering the effect 
of navzas^. Unfits (both transfers and fringe benefits) oh poverty: Since 
there is at this tr* nc generally accepted alternative to the official 
guidelines that takes accoi^t cf such benefits given to ihcUvidaals at all 
tnc^-» levels, no rudi float ion is atterpted here: 7 For an extensive 
ciscuisiTr. cf this ar.-i other problems with the poverty guidelines, see C.S. 
Cepartrwrr: cf Health. Elation, and Uelfare. The Measure of Ftoverty . 1976, 
and the wor'*inc pa:**rs a'Tn^iinyine it. 

Elderly Farulies 

This d*rt>crar*uc croup is defined to include all families in which 
the ^^^d (reference person) or the spouse (if any) is 65 or older. There- 
rcx*; children nwy cr not be present. Table 2 presents a characteriza- 
tion cf riiltiple t«r.ef:t receipt for the eZierly: these results are alio 
sumariie-i .Traphically in Figure 1. 

The j^nvaricanle fact ei>out the elderly is that nearly ill elderly 

fanilies 1961 cf the total population and 991 of the pre-transier poor) 

- - - g 

received schr inorrw transfer frcr. the Federal goverrsmmt. These 

transfers consisted, to a .teat extent, cf orJLy social security and Medi- 
care — tn cf the population received these two and these t>c alone, and 
another 2* received one or the other (and no other program benefits). 
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NCTS5 : Lr c I j 1 far.: 1 1 es wi th _n«^ a _t iye _pr * - %r&rx f e r j^corfc . AlJ__ ATDC and 
SS! f I :rc -^re_ass; rn«»i_?ViiCiiC recip;e-icy. Se^ Apt>tndix A 
fcr tr «V->^e , r_ETOcrar_l: stir*?. 
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Yzz tr>e prtf— *»rir-sfer pocr , the percentage that received only these ts-o is 
lower (65*) only Decause ncre cf then received additional ^fits (271 
received social s*cunty. Medicarer and sane other benefit*. 

These additional transfers were mainly of three fcinds — veteran's 
pensions. Medicaid, and SSI. Five percent of the pfe-transfer poor elderly 
received the fourfold continatior. cf social security, Mcdi raj*. Medicaid, 
and S3I. while another six percent received yet another p rogram 's benefits i 
addition (preiorinately Food Stains). 



Single-parent farilies are defined to include all families with a 
not-currenLl>*-n^med {urratrried. separated, divorced # or widowed- r»o*"i- 
ctshaciting r;ead living w^th one or nore children IS or younger. This group 
was choser. for separate analysis becaise the poor nirtiers of this group are 
a re^br target group for ATX. Nearly all the heads of sirigle-parent 
families are f«ri»ie — EB.BX cf all the farilies and 9C.1I cf the ^e-trahsfer 
poor in this grbop were fer^e-headed in April 1979. Tahle 3 presents the 
extent of rultipie benefit receipt by this group; the data are s^marixed 
ir. Figure 2. Feoeipt of benefits for this group (or any other) was not as 
widespread as for the elderly. Nevertheless, ncre thar. haXf of the total 
t\^sxt cf fa-ilie* m this group (550 and ever four -fifths cf the pre- 
transfer pocr received sone transfer oenefit. 

W%iie AJTC is received by a large fraction of the pre-transfer poor in 
this croup { 52% ) # it was by no neans their sole or even their rmjor source 
cf inocjT? urport. The largest single oortination of prograna received is 
AFIC, Mtx!icaid. and Food St-arps only (291 for the pre^tranafer poor and 14l 
for the overall ^rr»«atior.j . TO a certair. extent, this particular ccrtina- 
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3^-1 3: Serei.t rectify NcnelSerly 



.979 

— ^m^i — & — -m 

lie program J-** 



^ ^ MeiiCAii dr-y.::,, 0.?% 3.9 0..3 

AFOC, ^iica^. V sore 



S^d (.^^y ; 0.05 0.6 0 02 0.4 

Fool Starps (FS) only C27 

H i ^ca- only C.I£ 3-5 £.06 ; . ; 

"oL^iro^r^::-^..... I-*-* p.e If:: 

air cash transfers C.26 3.5 0.2^ 

other cash traiisfers.only C.Oc 0.6 O-O. 1-* 

K^cald. Food St*T* - » -j 9 

£ scr* other pror^rar.. t . . . t.fa 

XF^C. FS. 4 housir* - -- ^ 3 

ax s : itSra* ..,.,...•»••• 0 . 3 2 4 .4 

ATDC. Mc*i. FSi.thocsinc - » £ . 9 

_ass^stance_ only---- °- 31 

__aash..txansfers- c * u 

AFX;_Mcd. FS t _fc other - - - ™ , > 

ash tracers only C.C9 1-3 C ' 09 * C 

1.56 2i:9 0.64 24-6 

Other cash transfers only 0.75 :0;4 0-34 

Ctiver. cash transfers and - - - - 

JteHcar* or^y.. ........ 0.04 C5 

Others., transfers and ^ _ -~ c.i*" 3.5 

Food Stanpe only 0.14 ..9 

Other cas.-. transfers, 

^f£^£??!:: 6::: i«7 J-j? *« 

%r iT 



cf cMerStiiw 719 439 



xnccTK^ All 



NCTES: Excludes -farallei With .^«-«.r» -t/v".--: t 

cash Wei fare- recipients .-rejusijne? AF^C recjpieixy. AH AT3C 
in^ SEX farSIies were.assigr.ed Medicaid recipiency. 5~ Append 
A for transfer_pro^ar_li*t^ng. 

srLKCT.': ISDP wave 2 tabulations. 
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FIGURE 2 

MULTIPLE BENEFIT RECEIPT 



TOTAL SSNGLE-PARENT FAMILIES 

- NO PftOfcJUU 



AFOC * 

MEDICAID ONLY 




AFDC. MEDICAID * - 
FOOD SUMPS CNJT 



OTHER 

COMBINATIONS 



* OTHER PROGRAM 



PRE-TRANSFER POOR SINGLE-PARENT FAMILIES 



rooo stahps 

ONLY 



AFOC * 
MEDICAID QhCt 



AFDC, MEDICAID * 
! FOOD STAMPS ONLY 




NO PROGRAM 



OTHiR 

COMBINATIONS 



AFDCjMttlCAlDJTS 
* OTHER PR OCR AM 



MS 



ir-_r^~ ;: ~ r^rr r..^ ■ ; >1 1C :iri-:ei -•.ixr^ly 

i* L'sz. jr.ii: Janjary ih all slaves and Later jr. 

t 

stir illy referred \z the Food 

^11. Fifty-V^ percent cf ^e-eahsf*r jxx^ 

ril»iv^J ATTC at.' *i*-:iriS2 5e~,*fits: 4£i received Food Star$p benefits in 

.■iiii-:-.. A £ -ei i... frirvlTh" \W, cf the pr~-ir<ar.sfer pocr pL-r;c:^.«i 

=<^ri:-^ £^ ether procr*--. This ^uxtl procrrv: 

:.%tly tj i« *v a5i:sta.tce 154). with scne receivi^ other ata^ 

tr^f«rr p^-i t* fcr this croup, to indole social security). 

A s^rpr :s^;-:y fraction cf this jx^lanor. (IC%) t-ceiverf other 

c^: tr^sfVr* and 'cr Medicare p>y^rts only. Seven! reason* night ex&uJi 

this 2 (I) ever. tho^. the hei± of the fanily was rcr.-*ged, » 

cr i.>-^r.t rectrivirv? social security n*y hive be^t preset £n 

the Sarii.-; s>« : :a: s^_rity includes stivers benefits p^;-3 ti the 

ffarjlj cf * ot.it irctor « the procras\ ar2 (3J two percent 

re^-vfj r*jr.-s- x-i.il security caih irarife:*. 

tr.irJ iiSbsraphic croup cf interest is farvilies heoied ry a 
rUrri*: c^-le wtth children Iri cor.tr a-- tr. sirxjle-parer.t farilies. 

, f; . trinr.fer pr*=r>* have o^i its: TT.ed fir this -traditional" 
firmly r/r,-. Kr r t-^^rwit f-ri^es art :^e.y tr be cli-icle for ;ust a 
snadl r.J-i^rr cf pri^i^-Food Starp* *nd M*Ucaid if* tf* only entitlement 



prtij. ^ aiv^iiatle: housing assistance is available only to a jrell fraction 
cf e* eli'.-lo pcpuia*iflr. While the ATX-0> ^Jner^rtcvwl P*"«0 Pt^*"* 
cfrrei ir. Si fit f thu star.«. Tatle 4 and Figure 3 present the 
•ii »»rili>i*: cf transfer l^nefit rece:rt ftr this group: one can 
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-: ,~ 4: ^—^rle S-»r^:_- r*rr«-r-. ry !^r*.-er.y 




Foo£ S^f* (FS) only,..-.. 0.31 1.3 0.13 -^5 

FS 4 scrm ott*r prcfcrrar 0.9: 3-7 O.fc* 31. J 

FS ATX- k ^licaid C.38 1.5 0.32 I5.€ 

Fl . riTDC . k Hediciii crly.. C.li C-4 CUC 4.7 

^arifers XT; C.eS 2-6 C.4Z 2C.t 

fs. xt, *teiicaid. c:-rr 1:9 c.3€ 12.2 

rs. xt. i Jn-iiCAid only.:: c::3 c;s c.ce 2.5 

FS fc issistihce.::. C.l* 0.8 CIS £.9 
FS fc hbcsirr: uaistanc* 

oUy , , ,. 0.09 C.4 C-09 4.2 

FS. Hd^sL-K «jssi«^x*, fc - - 

Medicaid crJ.y £.06 C3 0.06 4-C 

0»*«r ca&'r: iGwSi irr* only - . 2.6'* 11-7 0 > 45 23 . 1 

OQ-Sr c~sh wetf*re_ar.ly.. O-Cc C.3 0.03 1-3 

Oe«r ci?r: ftarrwelflr* .... . _ . _ 

._ 0-C3f-.rS.or-y. 2.80 1:4 P-44 21-fe 

XT t s*n crJ--«r prograr.. . 1.22 VQ C-33 15. S 

OCT fc fVlia:: ... 0.6€ 2.7 0.15 7.3 

OCT k ttolistse.^,,. P-56 2-4 C.2t 12-6 

OCT k Hf-care only 0-34 1-4 0.11 5.2 

Qti*Z.exto-t*UtJn& 0.42 1.7 0-14 €.6 



W^car*_or.Iy 0-06 0-3 0.04 2.1 

Hnu*;r*T assiEt^r:or orJiv. 0.14 C.6 0*09 

T^AL " " 54^3 I0CX - XOCT^ 

sjwr of cowrvauons 2C?1 2^ 



nlTFjS : Excises farili*s w;th native pr^-trarifer inccrw. All AFX ir*l 
SSI fariiies were esii^rarf fn^i.c&idi recipiency: See *£T*-ri2ix A 
fct istrstcz crogrw listo_->c. 

S-XTO:: trip Wave 2 t^rx^tiorvi: 
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i-it an-Al iitrstaisr. reflect this Uot cf fracrv: sviilacili-;; 
?9% cf this pcsx-Istion neo^ved =c ten** lis *rr.at«ver. 

Pre-^rar^f«:r peer tib-pr** lilies iii p^-icic*^ - 
offer«i— t3l r«*i^ •» tresfrr bsr*fix. *i jprs^riea tJ^t th*^i 

families p*.-uc;p*ieJ £r. w*a Food S*-arp*— <t cr t* j**-n-*«i~££r 
riciiv^ criy CZS freer*-. *r*s srwer 311 r«i vrf Food S ^ 
ce*r F^crs- fwlth Kh* ctt^ict. cf food S^rr». ATX. ^ ®^ 
.rcour^ fcr scr* r«e»iv~_nc Foe* S^T* slsc 

rrc*iv*d *cr» other fac^n of csir, tw»f«r X7% w-l*lag Food 

Stszgv. Jtefissxi* cThl « cssh transfer ctjer thin KF3C> 

Lsrae fractions cf pr«rarif«r poor fsriUM St this sre*^ p«c*iv«< 
cash r*x-**:f*x* ^«frrv ixly J^5 cr cash transfers (aUx*t 

; «ly social ii»i%y: ^ Harare <i£). J^r.. this fir^ »y ^ 
dj* U fres«r£« cf *>. «d o»r*n2*nt in th« fsrily. 

^a ^^f^ tierref its, ccCcr»y. arg th« 'poverty ac' 

n jar dbrewns cf peUcy analysts is i**thar transfer tamfit* 
gc v? th« "tr^y mSy". est is. those too poor to h*v« a drSt* standard 
cf lining *ithrvt ynwrwnt iiiwia. Thi I'sriinC ~*piirw*ifc «*r«atly 
3*f iro ah cfficiAi set cf pc^ersy levels that «7 ***—Y **** ^ 
iviiSate *~th«r * Srii'y is poor Py the r.ff-.ciii pewrty a*fsr-itio*. . 
•Mi* is nocr if its ess!" ii j**irty ;ev«; (fcy even or* 

dollar) ft/*3 ^oor if its 1»» is tSat I** ' «rtitr*#Wsw* 

c* s^ch a neas^ fee ir. ir%iivi^l fajiiliy S-^W *» cio*r ty this ratits^ 
mt of thi criti .iaw t^t ss in s^^it* ***s*r« th* ^U^irv? of * 
prpuls-lori. ^ch s m*sur# Sl*m» rts ^»r*f»r*k*nt r#a:ity Cti*r» «r» Ukiiy 
just is i^ry *srili« *»; iram on# dollsr hrlo^ rwrty 
isvsl is bri do* Ur s&nwt). 
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jirverty stAtist.iri frr in— tri-afer bc'arf K^s firings indicate 
that the pcve-rry ri-e « crcccrtiCT belcfc- the pcverty lev*; J & pers^s 

he rwi-rsri rr:*- the cff.riil e*-i^a*e cf Il.lS ih 1ST- (t«5«c sclely 
or. cast. ;^<3**} tc bet«r. $.44 t.4\. a rec-Kr~iar. cf Between I2« Ah^ 
42%, u-?r«rii^Sr a*. n»3e about &e vmlur of trAhefer Serefits tc 

the reelect. This pesesr egrets Sv^i-k's apprciS; Anc" cne cf hi* 

" TT 

val^atidr: n**t>o3s {^ir<** v*Iije)** tc aeter^he the impact of transfers 
or. the ^»icr 5u- er^er-Wii his Analysis tc exarjJie th-«* effects cf iRiitApi* 
ber«f;t rr i-ip: net only cr. the poverty rate &ut also or. t.*»* "poverty 
gAf*— the iirferer.^e Urtwe«r. •."—•I cre-tr^rafer casr WKsane an£ the 
pcverty Ir •»!, as ssTre-jatec" for each d*nogrsii-.iC crixqp. 

Eacr. dell *r cf benefits gc^nc to a pre-transfer poor family cotrru 
t^arf rei-Jin.j the peverty gap only urvu.1 that farili reaches ^cone tt.7--.il 
l£- the pTvtrty level. Since receipt cf Any feenefits in pr^rxrs cr 
the level cf fc*. : r*fits ir. other progTAn* is co-iliticnai cr. rec«;pt cf it-ill 
3ther prjrrir*, srne iaiiar fij-r^s ire jhcer«*t;.-*.tes cf the rcr.tr i^ ;ticn 
cf any ore pr:>jrAr. to reducing the poverty gap' For •"T»«. in the 
ebeence cf the ATDC |*^Af\ 3taf-f benefits woulf Be euch Kig?;*r since 

AfTC thOT» Is crxi-itetl in deterfltfhlr*} the level of food Starp benefit*. 
For that reAAort. the reader ti *Sfne4 i?aifist platinc too strong at. <rvh*sis 
the pjverty r*-oct iix. reporteri hex* a$ attri.rA.tacle tc Any one projrar. 



333 



t^lc I rres^s the effects' zi transfers cc jeverty for all farces. 
^otAi tracers cf $13.5 billion ia Sprxl 1979 eltoatei nearly three- 
quarters cf the^ poverty cap and rec^ec pre-«nsfer pcverTy rate cf 
2S.0% to 11-7%, a little rcre than SSe-essrS as euch. Transfer* averaged 
$434 per recipient family (for orparison. the poverty level for a nonfarm 

'. . ~ ^ s^Ti*^' w»s f c M Rs afcle fear nest 

o? this re<^r>:^. eiwSt£hg nearly half of the poverty cap arc redact 
the poverty rate ts 19.2*. 

L-^si^-coh^tisnee transfer* ($217 ^er recipient family! Were taxgetec- 
fairly effectively, with cw 80* of su** transfers gains to the pre- 
transfer poor and neerjy tao-thirt* of such transfer* being used to eliminate 
poverty (reduce the poverty cap}. 01 course, that neans that 3It of all 
ijK^^-ccrvlitianed trans fers-^and €2\ of all tran*feri--%*nL either to 
those net poor or to raise the incc« of the poor above the poverty level, 
^ese "excess" transfers to the near poor do have scne value in allevi- 
ating "near-poverty" - 

In-kind transfer, Wert to the poor in greater proportions than cash 
transfers. The $3.0 billion of in-Xirxi transfers ($113 per recipient 
family) eliminated 291 of the initial poverty gap while the 7 $10.4 billion 
cf cOi transfer* ($3*0 per recipient family) eiininstec Only €2% off the 
initial gap, barely -wice ** nuch *w thc^h the cash transfers were rrere 
than three Gws as large as the in-kind transfers. 12 

Of th* cmyx programs essoined, other cash transfers (veteran's, 
worker's, and une^lo>went correlation J were the least effectively tar- 
geted to the peer whili cash welfare was the rest effectively targeted, 
in making this caparison, however, one should recall that nest cash 
transfers (with the sole exception of cash welfare) are not intended as 
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-t'fect „: rra:_sfers on ftoverty; April 19*9 — All Farilies 
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ilrec-: pcv«rtv relief bet as iazn replacement for formtr worfcirs (i^jec- 
ted tc Iocs of incor* due to loss of job, loss of earning capacity, or 
retirement). I^ese non-welfare cash trar*fers are designed » prevent 
rather than alleviate poverty and therefore to leduce reliance on welfare. 
The rv- uenc* in T*ble 7 is strong that they do ib. 

El Jerlv families, Determining the b&ct of transfer programs on 
th* eccwic well-being of elderly families is stialghtlorvard . A distinc- 
tion r-ust be maJe. however, between incci<»e-cc^itIcoea transfers and other 
transfers- Specifically, social security are Medicare, ihe wain transfers 
t^eived ty the elderly, are not incctr«--cc^ac«*3. table 6 makes clear 
.that they nonetheless teve a fliajor firpact on the Incase Of the pr«-transfer 
p^r. 13 Social security alone reduced the poverty rate for these families 
fror (xti to 2Sl , ar*5 the adSUon of Medicare reduced it still further to 
17%. tt-^h' inctyie-c^iiaonei offers and other cash transfers art then 
aiJe> to these basic support scrams for the elderly, only 71 of these 
tamlie* were itill » poverty. In contrast. inc<»i^<x^Ucrist3 transfers 
on their own re2uo&2 the poverty rate fron 68% only to 62%. 

Because the pre-transfer poverty rate for this oxwjp was so hi^i, well 
over half of both neans-tested and toman* te^teij transfers (and two- 
tturf.5 cX all transfers) went to the pre^transfeT poor. Social security 
arU ^e-'icse; which accounted fcr &B% cf all transfers to the elderly, were 
efficient at elimnatinc poverty }ust by- thera^iw— ewe^trds cf the 
benefits fron these programs went to the pre-trahsfer poor, and they 
eliirjj«te4 89% of the^ p?vr:rty gap. this is not too surprising when 
one realUes that the average family receivi^ social security and Medicare 
receive! $440 in transfer benefit* fron those two programs alor«, and the 
nonfat poverty levels for one- and two-person elderly families are but 
5293 and $366, respectively. 
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Tra:isfer f*-; ;e-t cf Tbtal Percent Percent 
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FIGURE 4 

POVERTY GAP AND POVERTY RATE 
ELDERLY FAMILIES 
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Figure 4 Illustrates the effects of these program on both the poverty 
rate ana the poverty gap. The effects of transfers on this pert of the 
population are dramatic. Transfers to the elderly elimuvited 961 of their 
poverty gap, reducing the poverty rate by nearly 90*. 

Single-parent families. In contrast to elderly ftmtHes, where 
ncfi-neana -tested transfers play the major role in reducing poverty, income- 
conditioned transfers to single-parent families play the aomirant role in 
reducing their poverty with 5291 in in coms conditioned benefits going to 
the a^ferage recipient family. All in com e co nditioned transfers reduce the 
poverty rate for this group from 481 to 331 (see Table 7). The addition of 
other transfers reduced the rate by only a minor amount, to 301. As we 
have seen in the previous section, the combination of WFDC„ Pood Stamps, 
and Medicaid made the largest contribution to poverty traduction for this 
group— fron 49% with no transfers to 38% with these three. 

Even though the magnitude of total transfers to this group was large 
(51.2 billion), the poverty gap itself was large as well (also $1.2 billion) 
and well o^cr onc~quarttr of this group remained poor aftec transfers. Target- 
ing tneje V -i4^ r» raight be irproved, as alnbst t?^o-fifths of all transfers went 
tc- *ii;'<v tzJ.lix* «£bv< tf.e poverty level* but only by a bi trover 
four* fifths £f "irahsfefS to these families went to the pre-transfer poor and 
nearly threo-qu&riers of that went to alleviating their poverty. Conse- 
quently, two methods for further reducing the post -transfer poverty rate of 
tingle parents preset therwelves: (1) increase the magnitude of transfers 
to this group, rather than siirply irrprove its targeting, and (2) increase 
pre-transfer incomes of families in this de mogra phic group* encouraging 
additional employment by trie family heads could have a major iirpact on 
pre- trangfer poverty? an alternative is to inprove enfo rc eme nt of child 

14 

support otrlt>ation»^ 




359 
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Figure 5 illustrates the impact of transfers oh the poverty rate 
and poverty ?ep of .iiigle-parunt families. Transfers to this group filled 
less than two-thirds of the poverty gap a*5 left 301 of the families poor 
&fter transfers. 

TVo-parcnt families^ The pre-txansfer poverty fate for couples 
with children was ^uiti low^nly 9%. Consequently, receipt of transfer 
payments had a small (but signified in pefcentace terns) reduction in 
poverty— th« poit-transfer poverty rati after all transfers was 6% (see 
Table 6) . Ifioome-conditioned transfers accounted for one-half of this 
decline, from 9% to 81. The. source of the decline is net easy to pinpoint- 
ed most effective programs appear to be other oatiS transfers. together with 
FonU Stampi ar*5 i^cald; ^gure " r*~- the impact of transfers oh this 
groups poverty rate arid poverty gap. Transfers to ta^-parerit families 
fiUed 551 e* their poverty <pp and teduce their povertv ri& one-third. 

Distribution; Figure 7 presents the distriiaution of all income-oortll- 
tiohed transfer benefit* by inccne class (measured in terms of fre^ansfer 
iiwbme as a percentage the po^rty leVei) . Since js^rams IiXe social 
security »C Medicare are not meant to go only to the peer, they are 
excluded from this figure. The Lgure ihowS a good record-more benefits 
(mea> ^ec as a percent of pre^transfer income) went to the very poor 
tM-i to the relatively better^ff- radian family in the per -st 

rubgrou? (those with pre^transfer v'^x^s less than 25% of the peverty 
line) received over twici iti ihcone £n transfer benefits while the median 
family in %te richest subgroups (thost *dth pre-trv*fer incomes mot* *h*n 
1001 of poverty) received less than 25% of its ^e-transfer inccw in 
transfers. While there li ear* variation among demographic subgroups, 
a clear pattern of declining tTarnsfers with rising incoriea is evident. 
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T.=N-i^- 9: Ef rf Transfers cri Pcv»rtj\ Apr;! i9**9 — 7v?-?4rerit. Feriiliei 
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FIGURE 7 

DISTRIBUTION OF iNCOME- CONDITION ED 
TRANSFER BENEFITS 
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T*us p»fxir has priiint^J sor* strai^t forward 5Qt previously Ottr.vsil- 
•ble statistic! on multiple trahstir peogrsm participation and benefit* end 
its effect an poverty, thirt are a trerien^ous huTtCer Of f*rxlies that 
received mar* sort of tra^ifer fron the Federal government in April l*?*— 35 
million or two-fifths of ill families and unrelated indiwiduAls. Further- 
ncre, ever four-fifths of all P^e-transfer poor families received *w 
trir^^er benefits. 

~he elderly are Ey fir the demographic group receivijje the mrmt aid 
{in perlv-Tt^^e arS dcllar t*rn*)— nearly all (96%) of them received saw 
sort of ^errrwtt benefit, and these benefits succeeded in reducing their 
pvttfy rate frcr. a pre-transfer rate of over €8% to a r»t-trin*fer rati 
of orvjy 7* ir* radttiag their poverty gap ty SweCits were 

naXrUy social rarity and Medicare, thoutfi a sizeable filter received SSI, 
*e*dicaid, a,V FjuS Starve in addition. QDupled with other recent findings 
mdicatino e*t the --eistive eccrwrdc status of the elderly e^oaenss that 
of the rvrw Jerly quite closely <*ee Dentin. al., 1W2), It t* perhaps 
tx^ topci rc*^ the sp^cui of s vast jx^ulation of neglected senior 
citizens. 

TTte gov«rrvwnt ii el^ doing *ell in aiding poor *ingle-parent fsniUea. 
jvmz BCi of '~\os> farilies received *ojw benefit from the Inderal goverrant. 
The me^r Frojr.j* utilized &y poo? «*r« AFDC. ttedicaid. and Food 
Starts. CtJorcunately, the success erv-ident in reduced poverty amxKj 
the elderly was hot apparent, with this group Goverment transfers did 
f^oce th* poverty rate for iingie^arent families ty nearly t*wity percent- 
age pcuTts. but 2S*iy frr^ a pre-transfer rate of to a etiU-*u$fc 
pbs^. -trans. *r r*:e of XI. Targeting the benefits oh the pxar in this 
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group does net epjwax tc be 4 major prbfcien; trve major ways of reducing 



Oils rati etill farther would b* to increase the magru\tuoe of transfers to 
tlue group (tranefers filled fctft 64% of theix poverty gap) or to improve 
their i*e--tranefer Lnomi through additional employment end improved chile* 
M?port enforcement. 

the government K*js nuch less to worry about With the rene^hlng 
der^rephic yroup* that make yp nearly three-quarter* of the population of 
families; The pre-tflransfer poverty rate for two-parent families was 
9% . Food Stafpi played the largest tola but all government 'ranafers reduced 
the poverty rata for couple* with c*illdr«n below that for elderly families 
(to 61). 

Additional pcro^resa against poverty is not just a raderal govarrnain 
re**pon*i£ility. States play an important role in the U.S. transfer evstew 
vth in acting benefit l«v«ls (such as in the AFDC program) and in d eed in 
deciding whether or not to offer a program at all (e.g.. the WDC-UP 
program). Progresa against poverty is also an individual *a respxiiibXUty 
to the extant that discrimination or lack of eoohomic or educa^onal 
opportunity ob not prevent eelf-imprcvenwht. Further, ^licy^r^eri head a 
better understanding of the reasons behind hoh-pertfci^t* oh of the p^or 
in welfare program, be it ineligibility U\je, ^y, to poasesiiar of 
significant assets 1 ox to fear of being stt^aitized to some other 
reason, before a ooorijcing caa* can be made tor increasing the wagnitude 
of Such transfers. 

Given the demographic structure of poverty and patterns of program 
participation reported in this paper, there do aeesi to be a number of 
feasible federal interv-wione likely to reduce fxawty. ISeae include 
increasing Food Starp benefit levele, aettixig a fedairii laihimun benefit 
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level fcr AfDC at a ievel tiiyver than th \t eirremly in effect in the 
least ganeroua rtatts, and increasing cnild support en^rceraent. Other 
suggestions for intervention that seen unlikely to have much effect on 
poverty include mandating the AFDC-UP pro,- yam or cxpaMing Medicaid eligi- 
bility. The cost-of-living adjustments built into the social security 
and Food Stampe fcogfa ae will continue to have a ma jot impact on reducing 
poverty below what it would have been without those ad justmehts . 

the poverty gap that reined "unfilled* in 1979 By transfer p rogra ms 
was approximately $22 billion (SI. 6 billion in April 1979; see Table 5). 
Danziger (1963) has recently estimated that the poet-cash transfer poverty 
gap for 1982 was $45 billion (this Is larger than $22 billion both becuase 
of inflation and because of the recent economic recession) . If we as sura 
that the purtion of the poverty gap filled by in-kind transfers was the 
same in 1962 as in April 1979 as estimated fran the ISDP data, then the 
unfilled poverty oap for 1982 was $32 billion. Table 5 show* that 691 of 
ih uLi ie 1 cii fc iitioned transfers in 1979 were used to fill the poverty gap. If 
this percentage is assumed af^licable to increases in the sice of those 
transfers ar2 if ore assure? ho behavioral response to increases in transfers 
(suet: as reductions in work effort and therefore earnings), then $46 
billion of additional i nur e i x o 'a tioned transfers (plus several bill ion 
dollars in «±runi strati ve oosts) would have been needed in 1962 to eliminate 
poverty. To be sure, since individuals do reduce their labor supply in 
response to higher welfare benefits (see Robins and West, 1980), and sv'ch 
an increase would more than double the size of such benefits, the estimate 
of approximately $50 billion is a substantial underestimate of the resources 
needed to eliminate poverty. 
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■types of hex. 

T/pes ct iririr* ^cl-jde>f Si cre-^rar.sfer farjily iz^aae 
Mages and s-ilarie* . 

d'lZ import «2_Ali5«3r5r _ _ 

Private and govecrr«_ pension* and oti^r retoxcsnent mcoae t«st=apt v-texar. a 

_ jx* , i*S±A t.lcr t or peraiqnsj_ _._ ._ _ 

Inccr* frar. assets jJ^c.Jd^nc L'Tiere^., d*y*3erx±i, end rental ; -corse 
gi;-«flaiiats: _insx» inr'.jfaric, fcarx mcaae 

priv-at* transfers _ _ . . ._ . . ... 

Oe"-«f elscellan*; us nar,-gcverrrr»crr trar-sfer* :<:V*riry, rcytlt-ies, i .at 
Sncone; etc.) 

Tran s fer procr* r» 

1. Cash 

Social **curity <QLd Age, Sjrvira*. a.id R vS l I l ty Insurance) , including 
Railn*»d Brt^rq^cnt - - 

S^Iwsntai S^rjrity tnaarm (SSI) incliffing both r«der*l ^ Stat* 
pajTierita 

tt^aT^icyrient cr^wrasajLion _ 

Veterar. * co^en&dticxi. cr pensions 

to-ker'i OT^^^t-ian or other t^porary ^ipoyBertt-related benefit 
Black 1^*3 paynwrrts 

Aid to Fariiiei with BepK^erst C3tfX3r*ri- (AFDC) _ _ 

be>er C4^» Welfare inclining gerwf£?iJ 3T*1 i^mraency assistance, VCN 
^ foster child care payrret*, other And unknown cash nwliare 

2. i r.-KuH I rren-osh )_ 

Food St&T|» 

Pfcdicare 

>*dicaii 

Hftuiing assistance 



**otet Th* Earned Inoon* lay Credit ts e*£iwJ«d- 
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fctate on Scallw Stct 

itrc. et ml. (1962) Km pesehxac niustrativ« ' :«s cf esriaatec- 
coefficients cf vane^ior. (:.v,! for severs: *ey vwU&&« ir. ISM> wave 2 
(see their Apperiliy C) these can be us<rf to cive an estimate cf tl*e 
jtandarJ errrir cf the Mtuatei preserved ir. Tables 1 t&rco?! 6 above 'sy 
wing OS for^a » - *v, where s is the s^adsr* error. * is the parari^er 
«U8iu; ah!3 v is the coefficient cf variation, tiifortunately. the 
tj£Ie* ao ret provide e&ti»tes of nhe" c.^, for the program p&rUeipetion 
of ex l>5nefits received by the atfoagraj^Ac ^rootr* used i« ry analysis - 
THj». the stAncari error* can oiily be aj^rociraiit^i fcy this Ewthcc*. 

~*rle B-l presents the plaited sl^ard errcra for t-<e jxoportions 
parti ripsti.;*; pre«Lnri5 in Tarlc* X-4- Sing these hurtaer*, one comld '-hen 
say. for ejur*>l«. that the 95% c^i.iehee I^erv*3 cf elierly participation 
in the^ Social Security prc*^»>: wis f*^>*- 8?. 71 and 94,3* E0.920 */- U.96 

GsvutaU* -h* ifA^aard error* of the esri.nat.es of transfer 

benefit* nuat. Se ^*s«a on -rsre aggrw^ate figures for income cf different 
<Lnd*. Uairvj Table B-2 to interpret the resells cf TfeV.ei 5-5 naght lead 
one to argue, fcr exurle. rJvit wal transrV i tc the e.ieriy were be^*eh 
58.09 and $8.93 billion ir. April 1979 (the 951 ccrjfijence i^erviX), 

Finally, one car. address the startlers' error of the est0i«te cf the 
poverty rate, Thia L* ie*^ easy to derive as it involves esO*ites of both 
^e-txansfer iroro and individual transfer S^Uar Bohefltt. A ballpark 
estimated can be obtained ty exajtihlhs the elOTWtei of the c.v, for Ur t * 
propbrtione of selected firmly types <*-9" families of size 2 with a 
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i<raie arki ^cctk les ^ ii.052 £>r iT> w^r^th »*vi 2 perioe. 

•tc.j, iro accsxr^ that sjch extra spsciiicity cf tanaly type 

reycn* sy ejbgxoupiiij iocreei** the c.v. sejans tSit tfc* tt«mcierx c* 
wmriAU^ rcr j*-*erty mm is liiely to be a^raaumtely Q.U Cfting 
this value suggests that the estimated pwrty rit« oay be in error ty es 
jux?; «a 20 perrer*. {«* percentile pDiritsK Tfta. for *»ple. the stete- 
ant it. Sector. 2 er.at the jjovrny rtte reducu^ fsr eli*rly resulting 
fnx: *U trailers ^kf tzxxt *2% to 7,4* rag^ raCie? be staled a* a redacts 
fron t?* ring* of 55-61% pr^traM^ to level cf post-transfer 
{obviously* »ti*l a v*r> •I^Sfics.-^t redaction). 
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c 

If faetilirs -Jc net report &11 cf the_r transfer benefits, then the 
gft^ag ^gR it, pstiercy oroesin ^btsrt by t ^w^ f cr psysassts will ag g sar ^ be 
too arill neas^ed ty the nirthods used m this |^r^*' the ocher hand* 
i£ fanllies not report el* cf their pre^txar.s: : . lt>st«, ther. the 
rr^s^ai pr^--tra^sf-«-.r pb%*rty rate w^L. tie toe hi :h and the poct-trarife: 
poverty rate will oe overstated as well, is difficult to predict the 
relative trfortaaei cf these two kirk's of icisrepcrtirc; furthuer. one str/> ,M 
mxe the distihetior; between r^repcrtlha cf partictpetiori itself c i 
urtderr». ; ,rr«Tr;-;-ic of anctorti cf transfer benefits received. 

%Sjt^iah. i^tw., ihc CSunger (J9S3) investigated the see *• .//eraje. 
and reliability cf the IS^P data: iri^-.t be ejected, the relt " .Jity cf 
the idta (as r*-^*Lir«; agacr-sit ah uvJepenoertt soC^c* of j^orr^tiar: or. the 
nutoer cf beneficiaries ami expenditures) va^ici £>/ proc' ar. end incrrie 
source. It is irjcrtant to rar.e et the outlet th* the >dit-S dir. i.ir«-J 
fiijr indej«er«1rr.* source! nay be fla\ j jd wel- . In other wtris, it ii. 
urpcwsitle to find an error-&:ee data source for oomrol ruzv**?*: *a- 
tions fr^r *h* ccf.tJT^ r.'-rter* aay therefore dj« both *zo cris report L;r>: cr. 
a 1* s^*>ey vij to errors in cr ad treats to the- •.7^:1 no>*r:j. 

M repcrtr~J by vi-jr-ar. et tI963; fcr April 1^79. ZSZV statistics 
on f ' vjrar: par^icipaticr. reflect accurate repcn^.0^ '/'ST** disco <*red 
**flt of the riortroi rw"*>ar of social security benef vciaxies and benefits, are 
1031 of the control total), '>^^rT*pbrt;ri;-:' {;*itC eatinates art of 
beneficiaries. 521 of benefits, '-.si s«e fv*e 6'J, ary* cwrrepoKinr 
* <'5»tica are IWI ihd 1081, p-^*ctively>; SirdU^fy, jixxrc 
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2; tr* ^.-«e widr-riuvjins errors, it wr-s iarpcirjg Co *3=rf«^. 

the iati at let** ir. the *^r*ja*** But r>b factcri aitigate ao^^st 
s-cr. a j-^-rse I 5 ^ : . i.. Fir*t, Rest cf the aujcr catex.-riei s-^v-e ciose ££■ 
;X% re> : r-.^— *^tl ca*-. his^jc? recipe — 9^ c* benefits, 

Val Uc-rit? r<^ cf rect£iei3^ aV2 133* cf 5enefit&., Faoi StJST* riaa 
cf re;i;;'-i' ar*: £34 ct benefit*, >i J*x*t»3 a*ai*tanc* te* 1 cf 
recip.^.i i^ifi.'-l. Fcr ncit cf Q-«es! papSii ^he difference* way be 
cLte as ruih tr e-vrars irl the c=x;tro; rkriier* as --3 mistake* ^ report - 

A a-V pi-rrjpa rcre Ei^ereant r^uor. is that issMtatiar. cf 

tri'- rr;r ( <s >jr — 1 f^r.icr, aurtanatically change the y*.tterr, cf 

-^i* iF :e i^-e;pc bwca^se <m car^rKit correct bt^-h t^rrefbrtir^i aril 

^enr.rr^: ir^ ri^-t-vir. «r. uutiil ^irxiiuti^. wittait charge. Siv>» 
tr.e error* ir. e^Tre^ite c*tegcriw *re net large ar.3 is^aAatA-xa *aii<: 
chahc* th* -irrf:rt*i pat? err. cf riUtirl* berifit rewpt m tji p^JIfci' 
It th-s s«="* :r : ^:e to cr.rr^ct the «uitir*j catjft f^r n~irepcrtX>i> . 
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J. In cr^er tr pr^-de t-L^;y ar.i acr-rat* nat^s—cs or* «vl3jnent aivi 
iySrfsie^TKm At reAST-ar-le cat. the CPS relies or. Sxief irservoews.. 
vfT' iy by tel ephor*. foG-ss-ng ok lahnr-lsrae cue»u:~^ ^~tr. only * Lisu.ie3 
inwerugeXiW af sjpsilenentAry trjpac*. GGr,seqijer^Iy, the CPS fails 
at getting ar. a:\rurete picture of all sources of inctxte. Tu* pr^I«s is 
L^^ririic iii the" CPS desi^r.: ary <±.anges~ ir. the CPS to iSpro* irraw arii 
procra.'. participate, i -.r=r=itior, aauli crxpr=hi»e its effectives* 
pro^Ur,-: lar*-r-fcrce itA .isiics {**e Yc*s *nd S n i nyf ; 3V?i; p£. 

This f^per will rei*r cr; *r2 ccxrrt; ^related I«B«-£*s»I» ** separate 
families. ;*vriii* B pr^^srts «una*« cf the i-rfcim? errcr* ?f the 
esthetes pre^r~>- £-> this pap~r A^perwiix C discusses the irpact cf 
isaireivir'u'-^- c^ir-at-lans of T_rarisf*r pragrw* participation that 

acaaur.t r=r I* 6r ns..re «it--er the t^rtai populatiar cr the pre-tratfiafer 
poor re>3rr.e«2 W~ ratles 1-*- 

1. This fi=ure i* coveted as follow*. Fc^i £t^T» recipient.* 

<Q.9I ♦ 5-t>») tc ail cash ^ : f are recipient* ♦ 7.6%) and s^Jtract: 

th£*e le— co*nt»? C4. .4). 

4 r*e WT* pran:.' i& -ie'si^ned t^ bovtti" tar i.ies 'V/rwed of tr» Soppcrt 
cf c** parent, Bv't is iso*?- ty; lal'.y <W to the a^ieric* of tn* father, 
tar- also iaiy hr w disaBiMty; c. , ir: ttate* with an MTE-CT (w^loye'l 
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5. 5* ^r^ar ptr-^^jr. z£ ^1^3 arZ *53««51 very =*-=n ~« 

tJ*t m of tfi i qi: «::x *e= t5c*e =r=»^* ere u^iud seperat*- 
ly L«. <3«35r«^ic 9T"^* 5y powcy stet^- Fcr exarfle. tlack f»Ui« 

cx**ter pir^p*ti^ » cesh «*ifc« an* f ^ ac* Imt 

piriici^iti» in «o£ security end «e=u=e?« ^ ^cscrsi pep£±*£ia& 
both in** »iii5i*-pifinc tsrilu= it? a iu* S**te* j^opariirr.; «: 
(261 versus C-i far the toxal rcpj t ir r .) «»2 t»o*^*# a 



grveter prcj^i-rtior. are pocr 



(45% verw 29%) . Sir-ilar-y. 



Hi sparse ptrw^z*~cr-. r««£l0 theft cf the overill $ra^e£i;x, reflect* 
tJiir &e*r prepare j-kj if elV^ly feaailes £8% veriui 29iK 



4. t**> efffi-.A:"' po»*art*f tfJ Mhn!^ fir 1979 



Sire of_f : 

f i»l *Qr- __ 

Ufyder 65 y**sr* 

i Frrjap* 

U*2er 65 yeairi 

65 i^ATii «f*i 

5 F^B^rw 

7 persons or mcr# 

•^et-^elftTi cf theme 

1979; 



reisile* 
with f enele 
bcv_*«hcI4er, no 
-hae&end present 



families 
S1I -With tet3a2e __ _*42_ 
other hou»«ncI-^T. no .other _ 
fro t ies fagbrag trtsgt --fsr.il ies 



5 3,44* 
3,469 

4.7C2 
4. 362 
5.625 
7,3fii 
B.691 
9.W3 
12, CM 



$ 3.912 
3.5;! 

4,905 
4.394 
5,820 
7,416 
§,7S5 
9,922 
12,322 



S 3.076 


$ 3.324 


2,946 


2,968 


4,027 


4,1*3 


3,666 


3,73? 


*.*^> 


4,9?? 


6,261 


6,?i2 


7,V» 


7. 492 


6, air 


-6,^29 


10,17* 


ic 



'.jMS-i t? i***rr.s»n« pevarty sta-ij* 7*rx~. 



ti.s i pr«- 
# Vtli differ fro. 

tv official family pr^rty rati reporter! E* the toft*- of \he Census Car 
197? (9.11) tor threi rMuni^ <X) the official faTJ« cb^-ted for 



7, The pv/ty ra'e report.*! teT*. «v«r. fc. the 
53uroe* thet oorie*fi3rrf to the official p*r;ti 
tra : »'»r tnc^ as defj^ssS Ksre plus all cwi CrSS« 
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tipr'ri^ \± • ): : -i^yir v2 t£-±i} raposit-or, April LS^, tr.« 

fari; -e*, a.-*'. -3/ ^ Civ ; ir; r^*rr sis* * Serf£,e survey 

wet; srallc tr > t.? t^. \irr~ CrxrersC ^-jnui^i^ vcr tJS* 

Rjre*_'» T.tT>:' fl±'\J* <cfc; « reA»ar. iS3t sjfeec M estxswteii 

rice. orJ.v it* Helpline, e arcx *5>e pc**-cair, tr*r:ireT jcvercy 
rete !fr.:C £tf:v\i-.# cf a-c or rcre jjer*orj i.% April 19^? is 11*71. 

*^ie u*e d :*onuCy Oc* _n this paper is j*r*»^. ware appropriate for 
ii«r.«rrar*v-ai' cf poverty -wti the «*icc^s jrozran t\_ztjcipatian or. 
pA^erxy at* *.-^u4^ arts, s^v-ie it; i utility far nearly *X1 i nocw 
crxv*itirT^1 ** -.sr-efer procTer* ;s based ex* a cmfc-ecac^h «oaauraLLng period. 
A 2.Tr*j*r ir:ar^~*^ac>jrrt.iri9 period ior druenr^ru-ng program eligibility 
retire pr--irr»-. f»roc:pit_idr.- A lorijer Accounting period would also reduce 
tr* nejju:^ /aw*/ rate fee iittr»-ye*r iacone fUk^isitiana . 

6. TS«. «• Sri gt^t f i er«r<o*s fet*** » sir^le^rieii arid rs^tiptje-taersoh 
elderly fac-j.;i** — 1?* of th* focp^r Ah^ vmvly <tl? c5 the litter 199%) 
parti c?p»t«tj transfer prdgtsr*. ^* difreraice Br^«i Often corws 5a 
♦heur pe-.tem ■ ;f pracreni p*i\acxpe , tian. rawer sXn^le-person ffar^.li*« 
p*rr-iCip*^J u.n cr~y social security and Medicare {A£% weraus 721 for 
iw-itif le-f*r*-3". eldcrLy families). This tc singl/vper* an farulies 

having hi^usr f^e-tra^sfer poverty rate* (&3t versus 554 for the multiple- 
person far^lleeK 

9. kri?,r* did rix Kavv » h»4icaii! jro^rw* in 1975 . uKJcrrepcrtj,^ of 
ATDC recipiency And benefit* can have a aigniiicarx iffpect on these fxifltere 
•iribe MeJiOiUd r»c-^xrT iA Med eo cXoeely to A/DC receipt* Census C*.*r»*g 
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re-e» rvt^r~ zi ire l=Cf s^arr:.< '"Vt ^^x* ir^JCtttlcr. cr 2£.ssirs= .iita 
tlortr -iv. ir. eiiit_icr.il zrputa^ia* perlcmec tv the svmcr f~r vua ptfxtr 
• Mt u^:c axe*! irrc^A^ Ar*DC oovrraoe cf recirAient families as-»" benefit* 
to T71 toi tie, respectively . See Abp£i*r*iii C for e A -r.t.g-.».'. ^»- ^tt^r . cf 
ti'ie isfc-errepcrri/*; protlsc. 

IC. 5«*eAr^r^rs have argued that ir^rl-sior. cf irHnr«d transfer* ir. pest- 
trarafer male treses ? he eetxnetef peverty rate icwnwatrf irCes* *--ch 
transfer* (incljiir^ rch-^3v«rTiSerx tririfers ijch as fringe benefits) are 
also ^^I53e4 in prc~tr....-tfer istrrww erac the poverty <yii3elihe is re<xrputi£S 
to reflect tfw* cha.">3^3- . «r. alternative approach; is ux *dn$xei 

here. 



11. 1>w» «ar»jet vtljt cf « ir^rsfer is the private market cost cf the *gr3ad» 
*rv2 eervirei turafexrel to the recipient. For Foot Scarps, this va.j» is 
directly w^sir*! as the teller value of tne footf aoupcrs th«ns*lve*. Far 
the rselice.1 care pr»jrar» (Hwiicare and Jtelioaii), this is iarAscrec or. a 
person-ty-f«*r*ar, basis 4* the cost cr an insurance pel icy that woul£ 
provide the tare r*ir«efits as the procran. the vaisje for pur lie ncuai.19 for 
a farily i/rvoives estiwtmj the private rirKet rental veiu« cf put lie 
HbLiir^ irJ.t*. 

rnar^.-et vjije va^^-J.ori "p»tho2 is a srjr^&xzZ »e 5r:*i<r- r-*; i**»;rr 
a^terr*tlve ite^hurSs cf val-i£ag i7v-r'i*2 Der«f;t-s esartineJ .y aieedinr?) 
(1*32) » Or— is tc use the recipient or "rash equivalent* value of the 
trenefer. the cash equivalent vai'rje *»ea.' ^re fleets the program bensfici- 
axy's <>r. '*l *»tiar. o' cfte bwrefUr 't *s lively to be Vesa tf*n the marXet 
valje, *aJ there!* ^tt son. Mze t v «e cu. rteS** i/^jact or ( f£Vr/ty> Similarly, 
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^1^. ^ I3r " -Vt tTor u*e cf CT« t-x*l ^cverrr*^ cost of 

rr^tX- i itrt^er-*: cr. :c--«~y. ur.Vr that T» "*.?. 

ir: ^-.s 4.-*: -*At* to v- . r^r^i^i^ 

^ 1.: ::r k- "/;^ i-c- Cl*^ 1 . f'f ^WT^«. •'• 1 25* cJ 

-til :r rtir*.», *xL'i -i-i.*-* c- *£ziru sturati we costs, ir. tr«e- S*ct-1^*t; fe 

.jp-. .»«-..-. J. f :r a." *.rterj. ; w .:::s~-^£.ior- ci v-.t"- i -*st i tr. 

I.-.; , . jl ^rr «i .: ^-iiV. tr >&!crs <-«Te usirxj 

. t** ^>t. r- ? xii ^* ..»•, i-_s - v*i-*. 

.;. .-^! . ^ /- ir. t'i jirvt-rv, 9^? Ey Sriir;*-^.— l pr^r*-* .ex 
i :* ; cf fci.rr: |xc*jr«-i S»-**f : nu£r.t h»vr «=r< t=> tr* 

• V-*>** r-:^ :*r , ; , .y'* irrran* *r*:.*e tr > poverty 

iiw r^*"e^ e*;r i?;*** ei^* e* :*Tv«rt;> 1*^^:, ti««r. toiii iiiurtiai 




irf-je". *1 ^rly f«~~^*i £r* £SCySi3 Ttrcetfiftir wit?: »r*^erly, tzar Vhld* 
r*-.* 4 :** ~L?±-z*r^v r*** S2St^t.^rer«£!u*t^r.- See Eveline ti963); 

14. & reoer^. B^reA^ cf tSc C«r**-» surwv a*..*"*; fJ*i*n urggid <±j!4 •^▼larc 
aw.xr.".*-: t-: J;^r c-llior. ir. 196; t^pprouiatnrtly xiliicr f«er woralfc sa. 

i*"* j. :. ii-rrd- c* t-*» Oerjru*,, . MPdjj, trtil« not *11 cf too* 

■» .z i*^-z gc tr*c poor, ir*r.V\^,fld ^JuJ-i *^pcrt <rf oi c ia «. J i l 

«r» . - . i a* pre^ir vu.*f<r^ pijvterty rat* fir s^^j-parant 
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ZT**t^r*zr : ' i*izz* -lt* raju** mer/% fird *^iTJS CxriZ'Ut*. Center IS. 



fir Ttx-jsier fcur.", ->r_^;-sity -f W^vsxsir.. Cciciir 

H; P. *• - ■ * r.^:]X; £35: Srr ; 1- Fi;*:r; J.ir* tt. fiercer.? 

ijrary «:■- :^fi-ar ci 9e*i}.i iXal :*».•-. ir* ... *is^ncfL I.e.: L.S. 

Skiing, Ti^try K., A^rr^;^^ 




■ ■ I*.r.-.*r. F.- T. Car*r=r. ictr.- tr^: Charles A.. Ijjunoer, "QlaI ;t:y 

?: w It...**-*" ir*: FT^-ra.* l«it-a iz. the 15** ISZt Scaeir^ - . Pcr-eli ?r« Li--.Lr-iry 



'*•> l -^rj, r i-:/', ;■ ..." •* the Seeder. £ tixising Prograr*, 

r>: - > V--- * ± . I {Fecrwy *9e2). pp: 5-2+: 

n •<::--: Ur-iTr Fear^re* arj Ir-^lAl Fi'*iJ.ncs H , Social Security ftUlerir. . 
v. ; . 44, r*: . I 1 . (Nov«i i*fr 1961), jf- 13-15. 

Mir. SlATsti. I do mmt to thank you very much for your testimo- 
ny and want to thank all the people who were here today for pox- 
tiri gating as well. _ _ 

With that, the meetmg is adjowrned. 

[Whor^apttn. at 12:40 p.m., th<e hearing was adjourn*), j 

[Submissions for the record 'follow:! 

Ccntck roa Co*mi Chant;*, WASHl^wiTt>N v. 1 

I aullimircm* thfe. Wiethe!*: on behalf of rhi> Center for Commurity Change,' a 
private niim-prnTit or^.nitaUoh mhich *jnoe 11K>M h**provtd«3 j^lUL^!.«^R^.I«f 
l<»* ../koiimr ah'4 mmontv community oa>ed Kroap* to help th<n» lmpr^ th* jwng 
om«hth>n* oi the<r m**^ and n^bortwxxis, and focoaed on rational issues 
of partrcuUar con^n to po*>r people. - - ~ i - j 

Wr_ applaud th* effort of ConKnnwman i JwijiH an« Cefi^e»»man_rord lu i<? 
tannic* on pweriy. it has ri»en so aharpty in recent y^ara, to examine sons 
thr i^u*-« f»^rdinjr;.:*-i" uson of p^prty. and to explore policy options to reduce to 
iriii<lenOt» #H<i neVM-tfjf. ; -; " - 

Wr ttntimewl fKi- j^flf <>f fthr Committee for the prejv.^ation of ita eacellent 
j.uhhc;iti<>n ' teS^r^und Mm<*r*ai on IWrty, '"J.(&to*P> 17, Vm> which couiiiin* an 
eiieriiiivi- <Kit0 and analyM* cm varioun aspect* of poverty ■ 

Far t<xj little atientioh Hm hi«eii paid to the over 34 jDillion^r*^*_:l»r« rec- 
^ nim i m pew No amount f»f fanfare nm*i f<x^a« rr\ fbe /'mMimic ;jf«nw__cw 
th^ favct that miUioh* of teetican fafnih^ i^xlay iive _it] L di^re^d i ^di- 
T.on.4. ind thjrt Ihrtr r .umt^>r lu^ been Rowing sharply A* ^the^Sob*^ \rmjttee Iwted. 
^mcf* llTs thepov^rt, rat^ ha* risen^fHwm p»*c*rit to a rale oT i.>0-per- 
rr^f Th">* pen^nt^re chaft^ rvpr«ienU a 9H million <eriot1 increajNe, in effiect 
wipititf out the projrr^n ^ nniucinfi poverty ir * v ,r * " < v ^r> Trcn i^w to I!l7rt, 
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We will a*idre>i. three abject* of the poverty question— the definition and concept 
in the poverty threshold. **xhe of iiitv fcctors contributing to the increa^r of poverty 
in the last- four years, and our re^iumen^ations on policy And progrsin that could 
^l^nl^icantly reduce \ he prevalenceof jtovertv. 

y±* ~^ rtr ***** rsx ^y ^p*^_*^L t***: :.si«SJ*d il» _^fen^<p^_ys^^_6et 

P* ,vvrTv J^_ rt "*_ <^^l" i1 ^that nTajor fusions are needed in_ a js^hcxpaperuof 
nLir _ 0 r^^ n A r ^ 1Jon ^^k^JJ^P«d the Numbers: The Failure of the Official Meas- 
Mrr_«^_P^>«?>L- "±P*P^b*T_ fiftif i. a copy of which is at Lacked, wr pointed to a 

numtier of'* ea^nea&es in t he measure _* _ 

_..£vr^t._tHe ad^uacv of the.fitx^..budi^,.Thm-iai muf h evidence that the food 
buo^et_4ata_^nve4 irprn expenditure surveys made in the 19fjO T &,_and food plans of 
the earIy.ll^^s._U9ed_aai the. basis for com puling the poverty threshold levels, do not 
reflect current _condi3ions _ As pointed out in the Center's 1979 publication, Mollte 
Orvhansky; o* the Social Security Admin narration wbu tie* sloped the poverty con 
cept> wrote that the measure sharply undervaar^d the number of poor. Below is the 
pertinent excerpt frv>m the Center s publication: 

In retailors to tK-;- absolute number^ Or^hana&y herself has expressed douhts 
aboutthe accuracy hi the poverty totals. In Spring, 197S she noted. 

Mahv question* have been raided indicating that it is time _for Ji j^ange. Most 
changes entail the dollar thresholds My own update to bring the measure into line 
with" more recent nutrition standards and [ consumption LpJ^^ices, ^one e»arnp|e. 
Th at u f*iaf tr would change the number of j)por for j 9ta f rorn i jh> jnUlion to 36 million 

Thr cor rt^p^mding prqpo^ counted poor could thus 

r '*0g** t^;»ni.«?ne t_n nine loj^ rna^ 

_ The u*e of rn^e_currenIjConsumption substan- 
tia 1]> raise t he _n umber of _poor_to_ a_ figure. in the 4a toJiti million range. Clearly, the 
prevalence of _the_poor_is Jar greater than the official statistics portray. 

.We al^j note that many of the poor are far worse off today than in prior years: 
This, canoe >»rn in the figures utt the poverty gap and tax burdens of poor person* 
In the difference between the poverty threshold and actual income amounts to 
an average of $:f:9oo for each of the 7 a million poor families; and $2,100 for each of 
the «l million poor Unrelated individuals. Expressed^ m aggregate ten**, the poor in 
our nation are suffering from ah income oeficit-bf $43 b*llioh— the amount heeded 
tu -close the gap between their income and the official poverty line. 

Four years earlier, the cbiTespi>nd^hg figures, adjusted to reflect inflation, were an 
^>"rf?^^r.?!!^^l^>^-^ fa^Ai*** ana 1 a $1,900 deficit for individuals, with an 
aggregate income gap of j£* bil ! ion 

W hen federal taxes are taken into account the comparison of 19*2 and 197* shows 
fMHnrr_d«nerioration l As Table "j on page _j 5 1 of the report "Background Material 
on Poverty ' ' shows, _ indiyiduaU_at t hepoverty_l_ine t in II* * *,_paid income taxes of 1 16 
and payrol! taxes, of Jjjtm <Vm*bined_, these taxes of 12 16* amounted to 6.5 percent of 
the poyerty_ level income. In a similar poor individual paid an income tax of 
i*JL»J and a nay roll tax of £."sUt.the total jcompnstng 10> percent of income. 
_ For a_ family of /our, comparable figures show a jump from _ - $134 to $2KT>_in 
income taxes, and from_$40:< to $661 in payroll taxes In percentage of income the 
tax burden m 197* was 4 0 percent of income, in 19*2, 9 6 percent: Since the poverty 
threshold and the income deficit figures are computed on the basis of income before 
taxes, they understate the extent of deterioration in living conditions for the poor 
from 197* to 19*2 

Al>o. if after -tax mcohie * were used as the measuring rod for counting the poor, 
the number of poor would be greater than oTTlcially lepoHed. 

_ 1 nil the perspective of America's national economy, the current ^poverty; gap L r <*Pr*: 
m-iils* » .!» pt-<w«<tt »*f our fZ^r^, national product crria!n!y •*^! .* h * •* /••j>*v , «*y 
t<3 ma in i age ; __ t_h re >ugh a we 1 1|_ designed program of ^jbs for t hone able and w ho w wi t 

*9 r .R Jtn ^! *df51^ a if r nrwf ft<r* for those who cannot, or should not, work. 

y P_ t he q uest ion of _^ha t accou for the sharp r W J_n_ ppyert y_ si nce_l 97^ the 
\ .Vmtutu 1 1 rr. h as hea r^_ from a _ senes of wit nesses who _poi Mfd. to. severe recession, in- 
flation, and n^utiions jn_bud^_ outlays 'for such, important. locome jrnaintrrmnce 
program* a* .unernployLment.j^rieflu and Af-7X* We agree that the evidence sup- 

porls ^ the vaiidity <jf_t_how_vj«»wi«, _ 

. We would addour_conce«Ta Ihuit the economic recovery we are experiencing will do 
little to reduce the ranks v<«l poverty With over 10 million officially counted as un- 
employed, plus millions of other too discouraged to look for work, and/or working 
part firm* though wanting full time jobs, there will continue to be stiff competition 
for the new job* that open Kveh the more optimistic economists on future growth 
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•w^us^*^ uvrr * percent Joe tw_i%3tt^woyi?^s. In t/iat ^nvi- 

fr^^?v^\:_tSs'^ wi'ii fg# fomitrd j& oppor^nities fOjr p?iwns^h<wi ^living in fwverty. 

» that hug* :d*5«ts J^** budget ire prevent- 

W^l. L'ffl£^^^_1*^W??^jrw_ restoring some of the harsh cuts in program* aimed at 
S^l^u^^^ ^oor. &~feere rut* <*ere made in budget outlays, overwhelmingly the poor 
fe^M^r. hruM. f ji& : reduction* Foe.exampie, an estimated 70 percent of the 

.Tttd^ixwm: m tte* fiscal year 5!*?s** bodgH affected km. income Am^rkans. 
'TS&.d^icfeS r/^uli primarily from the huge; nighty inequitable Lai law of I£sJ 
'^^'.JSaftgt ^v^ifM in It*H2Kujader which d$fer--$S5G billion in Treaury revenues 
^*$'l£-$^'itt/fch> fottr years of -19KI tkrcugh IJ^Uand the I9*l-K2 economic eces- 
&e^ii„ and more fttrtJCuLariy the tigJii _«jonetary policy which is tended 
^ a ccv^ff^ifoarce to the inflationary pressures which the^ large Jie?jcit could L . gener- 
arf P>©triCTtin^ expansion in housing, other interest sensitive industries, and the 

" fc^'&S^B^i^ nation isjsow experiencing 

.fc^r'to "t^oa<L^QnonMv\ Jn^ thai. favorable CoagrressieaaJ 

^froft/t.-'. jt^jay ^'Ouir_rex?onirnet^ttnns lor reducing poverty depend on a strong. 
vxpaizfa? and a federal bodget with more adequate revenues This would 
re^^ r ^r^^^(^ t«^itional Smourits of the tax revenues lost in idfcl,; »3o2if>ing 
^v^^^W^^ 1 , flidopiin^ measure* to reduce unemployment. Jle*iacin^ uhera- 
pKS$f?^'*$ P-f^u^ ind deficit,, for, as ts well doc:iraented. each I jMrrceht unem- 
pJwyiffiss^iS nM* ytirr tjwSft^ry some bciHoh in higher Outlays and lower tax 

r«v?ag$*- 



- Am>r*3 ,{ ^* *asfo«<fe p^.^ <$frti#ns for reducing poverty; we would /ecommend 

follow:;^. . 

iff J .ffiSft^ttnot minimum fe^; for reopients of AFDC It is of uiterest So note 
that ax: ;]iw^^&h i^ii.ihHjOf^mul wu* advajiced -by the Republican Administra- 
tion in$>pi^^ bv *he Hou^WifSc^^rlitativi*. Urwier President Niion s_Family 
Asfetetaiwy < FAP>, in t ] ^j'h,, a federal minianura for AFDC benefe*- 

an*** was mcJ^nd Oa two %ep»T$tr "ate*, um suctesMve sesswms, the Mouse of H-epre* 

s«ffltat *>^_ »>jj<tty_ voted forthe measure. _ 

_ . . I: nder j.*re^|^gi fe!§ir?er_ in^ lt§7 h,_ ajpi^. as jaart of _the _ Adrai nist ration s _wejfare 
reform _pr«i|>o*^\:^|* , 3»iK»W5 ctfe^iR .for a National AF1XI benefit. irvrjjwefe inc!i*ded, 
Thirty o45*» ts¥S4i ; .flffiJiW* raiw deny i*yFDC_ where a father is in the. home. Such 
denial fosters fawrftifi economic social v and psychoJopca) 

burdens p*it>f 'l&mtofa* -fcy&l- ^he FooWal taw should be amended to preclude 
»tate» from 4en^^ t^^^-^--i^^^tm^ii6i^ It should be noted that both Presi- 
den* Ni *bh a jUfttf P^^^fe^l X^rOfr'h qntf$&r* reform proposals contained this recocn- 
rnr.tdattoh 

<tfi_ Rescind tfe^r^th^rA-sregard _aci>©hs_bf this Admin^traiioh, and at least re- 
s^_.Uie_ disrt^ai^l '/iar^.uTnV ^ its prwTto ^"IL 1 **^ _»t^M_^__provi^prf 
to encourage iim 'itw&rft? (ar^vJy ro^h^jri to im- 
prov^e ,thetT deprw^il fe^wg^^t^iftw^... B^rjLiy..r«M^ 
Vision _of _the rar^isi^ jdisr^a_ird_pTOvisi<^i_^^ acts an a _hajnihjdli«MU«e v . o*i*- 
ecu ra^mg: the po»>r worn working J»nd 'desyii^ them the rig^it to keep even minima] 
amounts to offset escprfwes connected ^vth wotk. _ _ . _ 

<4* Among: «he nw^ash benefits v^hich Congress tejjisUted as a ibmi of needed 
assistance for the poW was Mwlfccaid. Certainly, in time of illness, the poor family 
cannot 4k* e* peeled ta « I ford the hyfh colt of the medical care and attention it 
ttrtiia mm Aum(n**Li **trwti vri^ .%iot^hir^; Medicaid ^£fi»f-t*» «t»t>« for f**esn#is 
be Urn the poverty inconw levels but hot eligible for AFTXJ. This action was cruel 
and insensittviMirwi furth^y eroded the incentive bT the poor— for eves-meager «frn« 
ir^» can now br the basis for disqualifyinic persons froth receipt of AFDC and conse- 
quently Medicaid. 

As pointed out_ in _the _r&puri_ "Baclyfrwund .MateriaLon Poverty/* .except for 
th ree-person fam il_ies,_i n _ 1 UK\ fam tlies_cl_ t he_ .poverty ^ level w ill p*y substantisj 
income taxes. For. example, _in a faimjy ^Jfourjpersonsjs/i 
erty Jine f$i0,lftti wijj pav in income taxes. (In the same t»ue family, will 
pay &*6T> in income tax) Thi* cakvlKi^m takes into account the eanted income tax 
credit which in m present form pnwi^ed a maximum credit of $500, not related to 
family 

We would recocin>ehd that the inexwne tax provisibni be modified to relieve fami- 
lies and individuals W]th J^h]ronw faelov^ tfar poverty thresholds from paying 4hcorhe 
tax*-* TF*<k*v4 to *co&mfJi^i *&« * v,;W %be theM^h add^ an a&dit iwn a rt S pee- 



ron^__atu;^ up_tu a rriaximum of thirre.dte- 

i vrident > Amrt her ten ;h nique. * i mid. far. t _h ruutrh adjuMmen i> i n the. *er_ tax bracket: 
. Ifc**de* £rpv_dmg_.puor families vital ly nc-*ied mcume _cppurt throitgh the more 
eyuitafo^ floral tax >>V' rrj. a more bberal earned ItSCxKfte tax credit system, and 
• >r /r-.i tax- bra* ket wouUi reduce Sts***" i^FDC burdens— a aide* Welcome relief 
t»» !»vrp^*n> >iatr> in financial di>tres>: 

n»i \VhiU^L^'0>_Mi_£ the _SK<_a of lis* wurfcihtf j7*)or ii is important to rt-cd^niae the 
2tt**lv in"u3tM5Ga!r > tri'rlii of preiatliri^ ra.mimtirji 'Sage standards The current level 
otjt'J. f-rr Hour btvame effective in January ItfKJ .— and has not been revised since 
fe>p tr the sharp mcrea**** in living costs Prices raise ^ percent in 1^*1 r am 
ii^f v \^ T-rnt in and so far in l^<S._a further^ 1 ^j^ercent In aft, since Janu 
.try • ^S-i r5»m*uMier prtct index has n^n 1°> percent For the niiimiTmm wage 
t**d*»i to -:%i;^ ^ir aftfe* purcfiasing power it had some two and halt' years ago, it 
idti±ui4 ha^> ^- ■^#rs^^jy<-r fesar. 

. . . *__'$-; . ^U*on^_.-vf w«rkiriK poor who *ere on fail -time job*, 

(w>j.nv ^\'0f^y^:^_^'-^^j]in a_>t^__fuy_n4_.bitai»._ would have: an annaa! income of 
^7- ■\. ; tfrZH^£.-*i&. 3> percent below the four-person faro iH povertv lhre*fcioid 
o! ^i^.^rij 

_iTiiK.er.tfce .veair* >ye at the Center for Coijnm unity Change have advocated and 
strongly supported' a prts^tvm *e belFeve represent* a far preferable approach to the 
welfare quesu<m The key .ngreetoerct of *Uch ai. approach involve* a sound compr*^ 
hen>«*e_ jobs program aj fairwa^es. - Cove?$ra*At statistics 6h th> working poor re- 
tl*vt> the inq«»nant fact — ^J-lo*M>.teh i^mif i t<-r' — tliat sufetahtial^umber_i erf" poor 
f-er*_f.* v m and do wort Their ir^dequat* earnings and or than full-time 
«*. h*tS>_.J*-> oih>i*:h them to the de^**-*^ ccwnditiohji of £«>verty. Decent jobe> at aSe* 
quite w'a«rt-s though a carefully structured program would provide a real op- 
port u rut > t > improve living *tandar<is and v^cape the plight of poverty 

__Thost- .n .poverty would then b»? for the rnosE part ^ Jjersoi^ who cannot work 
hcvauM^ ut _<am_iiy _ f ^ L*>T- 4 _L K*f? - _ F_fc>> j-t_j_J ^i^biJi t >\,_ or -si-T? : t-ir _i" stctor?^ Tkeir numbers, 
and tm* a^Mstance requiiri«d to m*Vt the|r_needs ?votil4 be far nwe nxana^eahle, arwj 
^ Uku* on such a population >ould eliminate many.. of tt«» recurrent ar^ments 
aImvjI uhr irtipa<.. of tat?uu» welfare programs on th^ atritij-Jcs tdwaitl woyfe. mot iva- 
t nuts, .fnd Similar characteristics of the po<>f; 



Si\!' ! M!"»Ni --f ..ii \% r.-.^<t!\^ T^mim:M:^ Si- « »;M \\\\ 4 It Nf i: u . Kn»ti:\i P\i:tS 
"i -tMi I ' < i r i> ? » S r \ t > - i »+ Auhui ^ 

I_adit-i9 and < lent lemen o^ jfc^ honorah.e committees? we .hank you again for the 

privilege ; of appeannig _b€»fore y ou 

_. Mr _ 1 "h ai rnvan , _ I fan _t h r_r> k ot" np_$&e$&?T_ dange; _to _t_he _peace_and t r*_n<juijivy _ of 
our Kreat n at ^ora than the waste_an4 wantonesc represented by the tax and interest 
stn^ctyrew we find injhis iymntry. 

__Kyery.ta.ir and .every co?»t_ot ooing busmessi is df necessity reflected the cost of 
the nn^es^ith^ of life which every citizen it* t&is coantry* ma»t ohtain _n order 
vxisi. Kvery producer rif j^oods anc services must spread his cmte <iy\i*r his pri^wci in 
order to (be anie to keep m operate an4 to make at least a minimum profit 

Whtti .ntereiit ci*x* rival labor and raw materiel cbtts, both priiduceT ah<S ^om- 
er are in a flO^win situation Arwf when ta« c«!?iti« exceed all other cbfttai, it is ho 
wonder that more arid more families are sinking luuld the mora** of poverty 

The federal Party of ihe United States contends that jt lis hot only prawtfjfc but 
imiieirajtHe iKat we adoj^r its jplari for bnnjnnK bads L 2J> percent priitw' intcw«t and 
__!:c :*r j>!_r.~ f'*r •*r'-* , ic?r» w ; • (••w4#»ri»l .Siv^rinmont'* huof*H Thi« wiil imrn^'diaiejy 
red iici* the number of fam il_S* Jv ho _a re now oe low the poverty jevej , nix__onty_ by 
redurm« the price of t rK*tr^eceitf*it|eji but by alsw put tin^ many pi the unemployed 
^^R.'?_y po -tK-. ^hjch will miuH: ir i_a .furtjf^r .budt^*Ury «urj>lu*_(wjhe .^yerriinent. 

JAV.b 1 ^ to in«*rt from the fort h^omin<r book, "Tfie.lVrinj.nj^ 

^ h;i|o;r r ^' Th* _m_a5 Ih^ (h tx " which _w iH explai n_ t he _nu t* a f?d boLU of _t he \ «»derttj 
I'arty's plan t>r com^tkm If you. and Mr Stockman 

are ^incer»_abi>_u_t your concerns, we are very *ure you wall all read it. It befrini on 
the following pa^e 

HI "THKM AM H*S, srrs" 

— We are nirt atfainst the practice (H^>l|pciihg rent on rm>hey that han been loaned. 
This \ \* a profier procedure, and thowe who haw money to lend would naturally be 
exp#»ctj?d {o_hi*j|aid for the use of thegtr jkN_et_M. So we have nothing p» > rt*onal againwt 
V**. ..If 3 ^". .^t^^. & l _^_d«fy potvitiow Mttd 1o trfMe Ata^ivtj 
through seeking the Hirfe*t wmrce of interest. 
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Therefore; the pmbfetn 4* mi wtth banWetv The pnibWna with the Jaws which 
we have allowed to *r*nd;, wlbcb accumulaitf.an dbligation that has sittowfeiW into 

a giant menace, ; causing owf ^cono^ic probk-ros. ... __ _ __ . 

We mentioned <eartee_* in this feoofe that coots which have to ( be paid fry Jnaraufac- 
iurrrs or vehd»->rs of servic*** Sill- appear in the base cost of their pr otftac tfr auwJ in 
ihe rviax* tue4 ai *ui **ppe«*r t^fofcfi. The baste wlufotm is not to Straggle ^agaisfct 
purtfioilar people- but to merely return to the constitutional position (tern which we 

toa've rayed. _ ■ -_ _ - - m _ - - - - 

TaJte- for instance, the ene sisi£k> iteira of the servicing cost of our national debt. It 
amounted to $1 C"> bti'hon in iHSt it will automatically be at teast $137,5 biHtm. m 
r::<N4. if We don't do anyih.ng about it If we take a grris^ national grodutt un^ 
ed at oarrenit figures of abotit. £t trillion Mthougfr : * my be Jower because df the 
slu^ish series (Configuration of our economy*- sublt . rhe ten times $157.5 b/lliiicm 
f l> j^lheeated fry oCEr bait-parfe fetmrfa of w Cost tiroes? fccfS' _f^.. : ^^_issw_w5WjTt_, !l _'^ 
w'bulld be left with-3. figure sir $1:425 ttiilUw to account for in calculating, thr nrtail 
basic «*f owr GXP Which means thstt we are being charged $L£7"i trillion rnvtm 
for the ^-x«4s ixT*& t^r\i/:es %re heed than should be charged? flow's that for a rfipHofl? 

The &t triiiioh retiiJ coot figure could j-fcaved sonie* tat fci^use m the interest 
paid by the Federal Oovernmeht to the bond holders there might be some irilrinsiic 
value Trien ten times cost to the consumer Jbrmula is based en the idea that niui 
value to the public is received from such expenditure. Bui that's iirefifevaht phiktoo- 



The reaJ figure w* nrtti to study is the $j. r .7 5 billion * l!fr4 1 that we p ay out in the 
servicing «f our national debt every year- And. that _is the_t_iwble^jt _is__nol iqwjw 
every year hut because e*ery year's interrst has to bepasd with borrowed mofl-ey 
the interest al-*ne will add to the dent- beginning in 11*^4 — ^1-^7.5 biHioni in 
$175 billH>«. ad nau&eum* <which-is Latin for "its enough to issafce you barTj. And in 
itdd\Xv»n. in Hi*-'* alone, if the deficit is the projected billion some say it is. them 
y.uji can _-4H anothe^*? billion to the amount that will haw to be borrowed. Which 
Will make the interest twH go up another $45 billion for Ii#>C3 alone:, etc. (Latin for 

*it arn't ^oin^ to quit"*. ____ 

N\jl <mU th_»t^the bleat in the_Federal_bu^#< also jrpres»nU a non-return 6. 
value for the money expended. It's ajwon^ that_o^ 

of mmim ahead Because it is a primary fact that^proHucers do not |w>; taxes: they 
merely add their tases to the cost of their products and,_tfeerMpre._jOTsut 
the taxe^ When, as a result, the prices become hideous, the con^mer is ftwed to 
quit buv.n^ ^homists gallop off in as isany wrong directions as there ^ are 
econofnlats to find the answer. We may iSH all be producer* but w-e are all cocisum- 
er* And if consumers Jsai-e to buy at hideous prices with hideous interest rate*— 
ain dieter be far behind 9 

We are not say '"^ that any or all ^f this is illegal be immoral- but it certainly is 
not fattening as far as the total pcgpulation is concerned. What is even -more repre- 
hensible is that nobody seems to really conceive i^f the effect that thii^has on some 
ot our population who_ suffer tragjcaily^by_wa^ of unemplovmeni awd ^compahyihg 
deprivation of the necessities of life When, in the United States, has it ever been 
permiivsable for us to alAow a .situation .jlLhfre_fMi[«_iw ft^ced I into ' NH^^^J" 
tents or livf^ig in vans or even sedan cars simply because the economy has caused 
them to 1om» their jois and homes? ___ 

We Hi«e our advanced nation laying off wojrkmJ*ecai^^__t^ 
g(Mids lor overseas This competition particularly coi7MW_frc^_natipnOha^ 
feated in World War 1 1 and whose government* were, abolished, which abolishment 
included any and all tihligations of the old government; 

inerctore as the greil i»lii^t^;*ii.. I^pr ficbse?^ ro.f«H L">« M,_ 'U in- 
flation i omes" the govern me h ti of both West Germany and Japan have no t^ls^ato- 
ry cost* to add io the prices of their product* They have no sntereat-hearing bofaste 
left over from previous wars to worry about. Therefore, no wonder that t*wy caw 
nranufactU: iheir goods and pay for the shipping of t tiem over to this country at 
prices less than what we have to charge for bur own goods. 

As to the interest bill of $157.,'. billion U3H4i, thej»int is brought home when you 
ct>nsidcr_tha_t this represent* over f2,«lR) a year for a family of four. Rrttiembef 
again, thi* i»4>aid, not by producers, ma nu tourers or service contractors, but by 
u* the consumer*^ When vou add to that the $500 billion in unju*Ufiable expehdi- 
teres of the governments you_came_ up with j figure of .nearly ^OWV above norma) 
Federal tax expectancies ner_ American family. ln_another way <$ putting it^ a 
family of four who ha^only an mamie of ItO^ 

share of the nnUonal debt interest and th e over-blo at in the budg^_arrive at^ a Lfiet 
income cK filers? No wonder then that %w*mi m er it a^ r nck* aaj th*4 fanmv.Wt» wiith 
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fcs* than SWm imxmw- uw in the poverty area of the economv Because after 
paying the $1\W0 far just the folly portion of the Federal budget, they still have i;o 
W_ J"* more or less honest cost* of state and local government*. So is it anw 
wonder tfcat families making *20 T 0O0 or more are considering themsdws cxmstantlw 
strapped^ 

Furthermore whik the Keagan budget reduction is lacing us in the right direc- 
tion, it does seem that the bulk & these savings are coming frtan those programs 
that were designed to help the poor and uhioriuhaie. The fart thag the abandon- 
ment or the akenrti<^ of the program may result in a su bstan tial savings does not 

fj?*™ justify that particular action. Now, doo5 get us wrong. We do beheve tne 
Federal government sWuki not be jn the busing of supporting its dusns. Scat at 
time, it js hard to cormiuce the averag* citizen and to gainsay Ihe democo 
&*L ^tkians that the savk^ scratched off the hacks ef the poor a»d wbrt»s-te 
«^_/^ius*_an tinptfeiti^ upc^ the helpless. 

We therefore proclaim that the fecit procedure df il wouki be to monetize the 
yiiterest-bearing bonds of the Government, which ^ow constitute » natkmai debt of 
over $IA trillion, thus urimcdiately reducing the Federal] budget, not by J50 bMkm 
bet by $157:5 billion U9MJ without Uijreatehihg either poor people or by irattfnr rife 
wealthy. 

^J?"-i k cwuid MwJS^iM.u^ hot there wowid ite from &k 

^** Q > fal K9*"rr««nfnt »o _ competition in the money martet lor the ava*J*fcSe 
capital Ahybody with an idea or ambition could obtain thereafter low-cost capital 
l<?f._h*i enterprise Actually, campaniles csmW substantially reduce prices, and rates 
aM all manufacturing costs could he towered because oT capital saving* Thfr woujd 
be a manifold beisefit because capital expense Js bearing equation with cvateriai and 
labor costs, thus maslaig every butanes* approach a bigh-imposwbk situation,. 

The next question would naturally be: Why^dcn^i our financial leaden and *p> 
nom^ experu Mfe thi* simple : solution? Airawer: Don't worry, they do* and they see 
w *aL ^ aathi* principle for nearly 300 years 

* iJ w* the practice of issuing ioter^-ifeearicsg bcwd* by tfovemmentt began* 
_ But , one may say,, "What will this /d© to <our banking in^^tionsT* Answer If you 
wjli look m the average hws* ^statement you will find hundred of in^Iio^oT^ars 
m government bonds If the average intewwt earnings oh the capital represented by 
these bonds should fail to say 4 percent, the income should still be plenty to pay the 
gas and lights ai*d_ the rent on the book bmilding^ tta!L«rarty about the_ima«dal 
instUutions. They attil have their principal with whkh they da wonders. 
j™*** **** ^_«Wulibil^ hank* and saving* and man 

oWic*sj»u]d get hack in the business of making loans ap&i to those who need it 
and_get them*e!w* back m "green" ratings rather than in the "yellow" ratings 
*here ^ percent ofall banks and S&Ls fed tbe^nselves how. 

Why are the biggest banks in the United States in the ^Hlbw (caution) rating* 
hVcause of the '-making money «v money ** temptations offered by the w^rjd oti and 
unaligned nations policies into which dur_goyerameht has "pushed" these banks. 
This is the excuse offered by bankers in their attempt to excise the sanw financial 
control ^over all nations. And you can bet onjt, they'll want the US. taxpayer to 
bail I them out? ^ Recently Jack Ande^ voted over $8 

^Jwjnurnafjonal Monetary Fund for the purpose of tiding ©w fcfeign 
governments ^ who can^t pay their debts. Tha means not only third worW countnes, 
but communist countries as well, especially communist countries. 

This puJ£ the American taxpayer right in the middle of I fragile w&> buiSt o? 
loans which our institutions have made to foreign governmenta who msy or may not 
honor their commit menu And when we put our pavings into money market funds 
mux ?** -fi* 1 * * ,, w * ar « ia betting that the American taxpayer will pay up 
when foreign governments don't. The history o? loans to other countries has (never 

been i one of smart management. 

AU right --so enough of t his g round laying What do we do about it^ 
.. We : have two things to accomplt»n: (a) Lower the cost of living, baymgr mUim and 
making. <b> Repair the economic dislocation which was cauiwd by high unemploy- 
ment. 

_ Ja. get rid of the budget item off $t5T£ Nlt^n (1984? yearly interest of US. Gov- 
em men t bonds is a relatively simple matter. Ww«^ to co is declare that upon 
a certain date all intemrt^bearihg bonus issued by the Federal Govern nient will be 
moneti»d for the values they have accured on that date. By monetuation we do not 
mean exchangisng freshly printed dollar bijls lor trnwe bonds We meaii> instead of 
being Jnt*f**t4>earirig _bofida,-they will now become m themselves l«sx«S! tender for 
the valued Ihey have accrued upon that ^ste. For instance, if the bond holder had 
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bought fcte buislfoc ...|7j s*«w- time pivviotteJy, and Bt is bow worth that bond 
W lH nOW be a. $>C bill 

The bond-hoider wilj not be able to i'iook ftodlhe Federal Covemmetat for tnora? in- 
terest on that bond, but he wiiJ be able to gfii out with it into the market and make 
loans to any who wishes to borrow. The net jeffect to this would he ithai jgjuyjpteK 
est would drop p^obaMy to a low oT2^^eroe^ andjjw average citizen coufid borrow 
myney for horn building at_rates i^fin^fran 4 ^ percent. Also tjhe budget 

.fee bs^itv:<^d.in a rnatter of^r^^ 
plwrnent would raise the ^yernment s_in^^ a minimum of tL^L^IlotL With 
a minsmal eMunate of jhe de^k> toeing nearly $2xJ0 biUion in there would have 
been an eiTec^tve lrtadgfl?tary surplus of JWTJj biUton. This wouW b? more than 
enough to set Sacx&l Security back on the track; fat the bridges and fiill the potholes 
«*3nd t^ 1 * w^i^ploviToent fujrthee dgcr ^>jM>**i, t h** Oo <^r nn w^it-*s jp^om*^ ^sufei otBget th* 
national debt mi H^een years or tes*. 

Not only that, but lar^tf iratituft: ions such as utilities and other producers haw 
Seen issuwng their bonds and debeti'Stunes at 1~ percent W 15 percent _becaoae of com- 
potion froVnthe Treasury It competes with them Jbr_ the available capital just to 

j«*M1* * : ttfi jnw>ey_ tfeel JheytWid Jbjbrrpw. at cheaper rates This would cause 
the cost of telephone, eic&nriity, puis and other utilities to come down in either costs 
Wing reflected in 

Not surprisingly, conventional ffriisdoro among economists causes a considerable 
nervous flutter at first when pr^settted with this plan. But deeply ingrained in the 
science of ectmornici ^ the feeiinjg that massive distnbutton of money among the 
ptiipie would be a very dimXcauae of inflation We note with amu sem ent the aha?- 
<*~ry made by Dr Arthur D. Latter of U.5.C in his monthly letter dated April 13, 
V/*2. He j-pt-A-s of the diminishing returns from a plan such as that of Robin Hood 
who robbed fh*- _nch 'weirhahts in order to distribute to the poor. Dr. Lafler correct^ 
!>_.pwrit*_out the fact irwjj^cha program wouWI soon cut itself off from .the .source 
»j>en the jnerctutnis^ther hired_ tjuHB^wes* or took a circuitous route 

ariHi rid Sherwood forest, _ thus re&cin g the availability _of__f urther largess jo _the 
"poor'* The. "poor'* did not use th&ir gifts, for the purposes of further production o? 
goods; 'bat by spending: them roetrely contributed to the further scarcity of that 
which was available, thus cresting more inflation arid reducing them to a still 
deeper poverty status: 

It is necessary to e* plain, therefore, by following the Robin Hood analogy further 
that rejoin should have taken his Ul-ftcrtten treasure and set up a ^pnpo_to 
the people in his area who cmM prove that they could take the proceeds of such 
loan* and enter into a prod ucrt ion of goods, and other forms of business. This %*ould 
have increased tr^ su^pli^ thus redunmgjbe _pnce their 

n**ce^itie*^ Don't fon^^injfio^oifui they would be soon hiring rthw^^ 
ur»!m^oyrnent wouid be drastically reduced. This is all we anv eiKfeav oruur , to do 
with_ t he Federal _ Part y s proposal (for j J^_monet Uatjon_of the_ fWrral interest-bear- 
ing hondH With _$i J Jriii_iorj_beir^ avaiilable for loans, but not for disbursement, we 
could mak** financing available ^at prime interest rate* that would serve to_ wipe out 
unetnpUiyment and enable business to get started again After all, would you wane 
to build a modem steel plant with aM the latest competerused eo^iprnent so you 
could compete with foreign goverfftnefisa, u^ing 10 percent capital? Of course not! 
You're rio fool either 

The above question is nowhere better illustrated than in the case of the Kaiser 
Sti^l plant at Fohtaiia. Caliiorhia. For months Ihe min^emehf has been stowing 
down production, pleadtng ho busine* aicxil of competition from Cwtgn suppliers Ac- 
cording to a quotation from one of their accountants, the corporation had found it 
much more profitable to stop making steel and put their capital into interest -bear- 
ing investment*, »uch as govern men t bonds, money market certificstes, etc In the 
meantime, the plant can r ust and the workers can starve, for all they care. Their 
capital now amounts to three-quarters of a billion dollars, and if they can find some 
ftucker to buy the remains of the plant, their ^pital will probably run ov*t If twN 

lion, 

_ interwt_ inconw_ihai_is _Ha»«Wnee beats working any 4*1 R^aUy nWjLp «MLt 
blame tl^ manajT-n^i -f°r_ta^ care_ of jtrsrir_st^k^^ 
assets So it is not th^ Kaiser managements fault, it is the fault of the laws which 
we.the o*>ple have allowed to ascend and stand _ 

The $1 billion that Congress proposed to use in re-starting the housing business 
with low-cost" loans would only; at the most, finance 75,000 dwellings when there 
» a need fw three railUoa ufuis D»w» anyone dsubt that thw would he a way to 
reduce unemployment? With $14 trillion one could build 90 million houses, but 



its* 

i*>-ii_»t- ii.ifi."t iii*?J rh.it m.*n\ fetuses. We need not only houses but a vast number 
* »T i 'tru-r i> and ic.e> :t> well", mcluding much chVopcr automoiwles\ etc 

t nir-s* we thr- a*we pro^*ed pru^rajii*. the naaienal debt will automat tcaJ I v 
h >." ;: . li " e ". i t ^* in . f^^eri* P K *r i'Wf- causing the inters Wj to rise according v 
' ht> Plr^jlf jii*' inter«a will aUu ri^e at the same rate\_ 

Wh « prame inirre*t seems to be coming down sjnce_ the cpr3gre>&K*sai election 
!.*! .v*! 1 .-: i?>*.^Ji.?..r^i^^.9^.»h»ch he reversed when the e?Tt<ls of the 
J r, !:e^' ! >r.>^ T _. ^crease in the awnj^' deficits art- fejt. We feel safe m predicting 
!_ha! the announced prime siMerest rafr.es will soar a&uve "2", percent within a year 

We mv .inn* Kin", r-ed" tirVJUM' ?he huletiusi >ptvt^*lr of prime mierest being listed 
a w r J f» Ti rrf frwrhes thfr m<nsti linonstrtHi* when one realizes that large cwmpa- 
r - ,3 : ii =i pa\ Thri- prime mte^e*« rates Apparently these prime interest rate 

* 9 ,r*<* art merely fi r the t^ertawfnena.oT^ An- 
,Vr _** , _' n - *f?'_ J. J f*?*?* . i " < " !1) f k l ni *^. J T*\ >i»ij; _£#\iing_ their capital bo* rawing needs met at 
r ll rr~ J r >*^ iL r ^i r> ':r.4.trw! l han the JHiMicaljy. announced prime interest rales All 

i unu'h >*-r^T- To Turther exacerbate the capitalization troubles of medcium arid 

._V*»». rvt-n »hi!«- tht .inriuuri^f prime interest mi£hi fall to lit \ \ percent, this 
iv?«»r n.i more :hsn I [*Tivnt <>t th*> population If any commoner, cortstituUn^tbe 
fr-t n i» r< ♦ at the fieoplt should tfo to his hank and ask for a loaa. his rale 
*..u"3 .it th«- best 'Jo percent Try it You will see that the effective prime 

if:i*- «-t l- -hH Ji| f*-r<ent* 

! ) W U VJ)*. 9 ' federal c_i »\ ern mem borrow i n# policies const i t ute t he basic ca use 

' ** * 5'^ -ri . « n . t he -*>J ut w >n t> I o_ change the nat tonal po! icy regarding the fi nanc- 
!: V T jr _r.il !\ry<i* Wit_ht>ut »uch competition from the V S Treasury for the 
.iv.iji.iMr , ;■:!. ii i vt-ry ve-jr, the private ^*ctor wo*Ud be able to ^et its powerful prt> 
t*-i>;t »_»n. i.k h.u k intug* ar . 

Huv hi-i^iliv sf«\ifc4fv: it would t^coura^e investment in k^Mnesses and in r>w 
i'f>*tu t> Mi th.,it i> th«^hio^i rising heed^that »e n<j» have in thi* cxwn_liry_ If the 
f aptt^l facior would be eliminated man ufacT^-nrr* could [then cut the cobts 

trv prK>-> nt thnr product* and_effLCtiyeiv_saye 1 _mae|ves_ from the threat <*f 
!,V, : T .**'* 4> . i"m}*^titMvn Pfopie mith idea> for new pnxryrt* would be able to finance 
!hf v^-.*hu_^p_jnini: other pr»>pie to work Withm a very measurable length of time 
^♦ JI'fii'VTT^Tit w<>uld_ disappear a> a troublesome factor iri our economic live^ Fur- 
ThiTrr.urr, Uk\A govern meflt taSH* oiuld ali»o he limered because municipal bonds 
.«'uiil t»- rt-finaritXl for lower fates 

Wt- rrf» :it lb*- troubleu; of bhvth btir^teel and auto industries are the mult of our 
lUtMrhil .indulgence of tllrsi' priviltvt'dl financial ijErroupei *ho are now profitc_Lrinj? 
Ir« »hi \* >i h t he i nterest hearing ^»nds and. the hideously high pnme Lnterewt >et-up 
* J; ! - h m.i 1 1 -s it impi issj h t« - • U>t t he A rn.ncan w <>ri er to com pet e_* 1 1 h rua ton* who do 
iv »t h.ivr hu^'e nationaL d^rrts or question cosld be asked: 

■Vrv " t m.»*4.._°.r_are_t hey _uM _not_as duroib as *e are** ' 

liaihnc.out an _in_ju_>try can only provide a sh*>rt term soIutMin The federal farty 
> «>n!v interested in thos*- M>lut,v*r f s which will iri Ow- final ahalyhis ffuararitee per : 
mjneruv t^j the iA the workers This can «mly be drw by fcrih^intf down b«Aii 
inr^rest iNists hy nffwti/irig the feifi-ral int<^^-rjearih#: bonds arid by reducing the 
U^Sr-.t.il huiret by jierceht i>r more 

.1^*' ^* n ' ^ * n ^ r»*dVjct ron oh the price j_i>f _a i utorm^i for instance, wou Id be at 
1 1 ■? ! . ! 4 : .?] I** r i -\7} * *^ .'jji • b«_ J P, k4*e?._^(>M Id .result jn_ a jJrice of up to_ $ iJHH) 

V.'^ )^.'» n . ! : ni ' ?i!V.^VJ^._" ! *b5»\*!T ^ *'. , . Jnf^.^b'^wn.. _ft. corromendabie for thf I) A W 
r'.^Jh.e auto jornfMnies to_^-t to^rLrwr for \iw ^H.r_|Kjwr endeavoring to Umer the 
pri»e ol tl u tiiniobiltt* m order to increa.He sales Hat: the m<i*t that can he promiM-d 
tttttn these nfU<!t i.it ion> i* rou^My $^K> p#»r car . _ 

Hi*- f^t oj ibe matter cHHrip^red to taxes and hi^h ihtereM riiteR, tho justifi- 
.ihlv reducible *a"^i»s of the auto workers is cvin>|kira lively a drop in the bucket And 
iah ri.vHure ><>U. the l«^suUt*rih(: auto industry, ^hd its customers, that you can 
#:K.*er> little foreseeable relii-f fri)rh (hat Hi ration 

Ihe ihinudiate Wlivt nf monetuirt^ the* bond^ wt>u!d iu> that of reducimig tjie ayer_- 
: i^re Ameru .m car s price hy J.* jN^rcent m a matter w 

'•^ei t jrom KHeraj tax reduct ion wiiu|d ^ Moekn We 

l?Lf*^..r , :n ,, :n)!»'. r . j.K^.^*^^*** 1 ."?"! Kujjt in ja Sayv and neither wam this ihat 
^ r ihjj out [iif __it lit. take* at least a few days 

.? Vi^i^^rv M^- hiind wrioKinK_dorf^wjder> will HiarL Hrr^aming. "hut what ar»' 
e /- ^ . do fi /r. trie urii^u nates 5 '' iter answer . * We're. £<Hh£ X>* pu? them to 

■A.ifK *jih Io»<im1 capital thmt is left at h<>me and not to W'a^hih^Um " Under 
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iHu>r >nriiupi»t4fw>rs* »e mill ruX have to. fear foreign competition., and our dollar 
wmtd then be. restored to iu original Sou*i;Iaess. 

\\\> coUiLlhen buy foreign oil for li.;^ a barrel again, and 'gold could then be 
bought fii»r $55 per ounce oocejnore. This will be because w* wiU not be pourin? our 
cunv^> into foreign countries, but keeping our capital at borne for our own pur- 
P**^ \**T jriends would not suffer for they could boy.wfcat they need from 

u» for_Irs»_ and then develop their own markets at hom*. wfech could in tuns devel- 
op more opportunities for us: 

Thto has to be dore in order to brmtf down the cost aJ living 

Mr. Owirroan. let m> *harifc you a^ain for your kind consideration o? the views of 
the Federal Party oc the Uniteo States of America 
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tNT^JtSATUXSAL. UNION, IJJQTED JjaTOjlOKftf , AEEOSPACE _ 
*U2JCULTURAL BiPL£J*£NT WORKERS OF AMERICA, OAW 

Ocv*xr 31; I9S3 

Irve perceGUge crt .*^neric^i h*:ng iff poverty is tr.e rw£ne*t in 17 yeari. 
5>crr* U.„ r. f ..Ujn A;nenca.'k» .ire no* otfeC*A\liy ciasss.J»ed as poor. T>hs is 15% at 
popuU%3n, or riarr rriab oWe person « severu 

Over 2S -v.ill*& per ions Icll freiow the. bffiCiai poverty rvevxhd just 
&et*een ar»o Alrast 2v million *ti?res; JO million Slacks, and 4 truilton 

r!.ip^n,.b jre i.vi,ig aeio* the povtrrfy levels ill up suDstanuaUj fro?* 1*11. Vo-my 
iics *^%e *r*Tea»ec to I2^> tor whites, for Di*rks, and lor t-Uparucv 

T** rtwmaer of pouar cWoYeri under il years oid has risen to 1 mU:**u 
^uViavg r.e* ^»rrfy rate ^ almost 2 points from j$Sl. 

T^ir number of poor farrvlies has riieri Searly 15* to 7S m.iiion settee 
Uli, *.t-i rr.e ^ (.Jence of poverty among mos*e li.-n.U?*; .eaaec' 5y women witft no 
husSantf prevent :j 5k.H iron V*Jb% jr; ItJl. 

ir. tn«- ;4St year, ir*>Iher half TaKjon ynenr>pio^e« worker* Jell oeiow me 
poverty a i.i r,sr the ye*r tjejore. Of m* ** -mllion poor drjeT>pioye\l, 2'i 

-na.:ori a.ere fooiesi 15 *ec^» or lbr^er r ar, increase of JO* from 

\or ha* work, even at close to faU-iirn* schedules been aoie to keep 
poverty *z r^y lor ne 3 nrwliion Americans w^o worked K-}2 weeks last year Sot 
♦none e*rn*nus were too to* to keep rh*m from falling iwiow the poverty fhreiho44, 
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~ f „ x ^* * t „jf »t-*-- s. r-*« r( u%rr:. r,ite %iS r.«n str*i..* Ircr; ! I-^x 
. -r. !>e ~tJ. a>-: r .it tj-^-i- there are iQmJivm more poor Amriua 

Aon m i*7L 

'vt^r.t i>ic ireri pj*r!«-c 5r.i<i r^e po»ert. .Tne iri recejr~ <<>«4r* ir*" 

. ^"r i-.o -.cir* r"oG^^j t^t r-r% *oiiIa 5t *>.;*5i<- f5 rna^ti^ e>n tne mcst rrur.;.-ni4 
j *Li- : o: ..n."^ :,jt r.tvr:*-.',,^ arc r.e;r '^m.^^s- T>.e> are- *or*«T* *no, tryoug"i 
-v : j... : : -«r .r ...is* rneir -jjo* cju^ ic itru^ t jta^ ,rr.*ngr* ,n tr<e economy — * -.Tn 

..tt.»" r .;l '^a.'".."^; '••.o , >r .us* — jt^j v;.?pe<t Dr V-r po>ert> i*~e- They 

•.TVs : rt'oikXr:,. H.VvX^T&^i, 

T*s*» Vkikxtxr* ilAW »arfcrr; prow Middle CUv. U> Ne» fSor 

Fieri'' i 5ren * -'T^si^e dS^ociiion of ^rheT^^i *Qrk«-i 4 h rrCerf 
.r*.-> -c-v-.:..%; rr.-»m *->e inierp.ay vufTing capital, jntem*{,e<a jr.Temaijoru*! 

■.^r?.*s')"i. —^f.^ r v.o»>s, I*..**} *r»3 n-u^g^i^eC govfin.nw! economic p^iiCjes, 

.••si "fcTTj»»j( * * :!or ( fv jt>5 .is 5:wstrau* jo sequence* jf »i».y -V^t interest rate* *n<3 

The Cor^rruMr^l fiuqgec Office «tWMtw Hut nsore dun tfcree mittwn 
per tons «ve vicim ol fconomc datacatieru f*oi» *r* *u*ftu& of 

tte liA*. 

f ,vr v«*ars r.r *JT.i industry t i» %»*ppLer* prowtOed neari.,* A.-* 

i. in ^n. Li r-ie !*>ul *ji?> Jo*n to only 2.3 rnWUon. t^ws year, de*pi'e if* 

; : .a: .* . if rti* T'vire ^utu ro : -r p**n>» !\i*e Tibsed vtrwT^.'y to prof;ti6,litv, 

**• -st. 'air t^i* i-tvi sri'tor tm^yfinmi tie just $00,200 6rla# •!* 

1971 jmi; 

i^S Kwsr^ aao nave ^*r<ijre<! tn ottr.T >■ \% -rrpre sen ret! }T>'iu»u»*"!Vt 
t- . ,.,.-.» ,<« r jful rrikpev- t ( ve i > , Tr^ti t.^.^i.* rerenr pe^ lrv^;>. 
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»■ »rr s a*..* H.fl.*r.nii :,i.o« at. on are not orwy »>»->.rrs rurrcr.tly 
*.: - opr o: to :r.c-' ^-re.;.-^ or ev to :ic w.:.r industry 

i . it* . * j, z. : Zr. : lo'iir^ > iride .jyi:!, t; it i";ib *jt<?ts irsb — Z-i.ie TM*r>.igjfi£ 
»'■*!*"• — round .>ne* r.^r p.a» t-i*" •i-'Ki ^r«r f^r ies* iccjr**- Li ^C^I^on, 
jri* *>«*rri *r.^ : (J .e irop^rci out *1 tr*» .oOor Torre tr^r DeCijie ol poor 

.if.«»;o -• ::.«■ "Ji> .vj^rc'' ijji«rmp t o>ed jawi :::c involontar* retjreev. 

^.v * a:**d * J kc:^ *h«j '*jvr tuiien tMo poverty "jv* *e:i-di»\eJope<3 job 
a - eipe'.e-ve. >et / «r.no t r.rtd *or** £ven i»~en tney ~oii :nd joOi>. rfiore 

T"-trv j.-r ^.^raXf* o-rrO > A d-r% * itH tjL>t«r.Ti*ii> lo*er pay and e*p*o.i«> 
jr'it-J.r ;rvc.> j.r-: f L,r;e s*:*-:e%2L,iev. 

Special StMdjem 

*-.i:f- *e no %ot kho* me e^JCt rximDer ol LA* member* *r.u have fallen 
^' .,r,vk-"r />::,. ,_»! >:a"»iir^, two special studies of dislocated UA»* members 

"'-►i-a, . -s * "ir^' incomes drop drajtilaU*. 

Tr:;<i pu^T «»pr,ng. vir L ^* ihd :he Vkui! WiUre Research jnst.tute *r 
vt>:.»f ....r^r* jotfitlv * .)n<3« a iurv rv of t.AU iTterh5eri iri the Criglarv3 States 

■*-,o _ j ,r"r ia. lott tr on, v^r.ous .:;;;;:j\r"ies. The aim o* tne sarvey to understand 
v»iT ■ ap;> H -,ri :o ,jor riemaiers e foerarrie onempioyed. 

\T ;»if t.:r.e ot r~<e imerne^s, ^Innoit \*if oi trie *orKers wrve>ed *r"t» 
■ ] ■-: !vf,; k at -;c' i>o>r tfUn i^'t Jroppexl out oi l^txar force altogether, 

.nr r'<*:;.r.e^ :.o triir.»r jr.^ijiil e f n ^jo^e'rs. ind KxinO Ke* jobs^ 

T^,r 4V< i r^ ,r".^:h if ji)t;.'tr4i.»ess auS '» *^eki. 

!^r;orr .«ie r ftpio*'r>rn t. ^er^ge -jrtdiwt^al ^-crnmgs *ere S"*«»3 ^ *ei*K. -\t 
* *. ' s jrvcv, ^jrn.T^s r-ud dropped V- to v'JM j 
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Decline in Earnings 




O riT SURVEY TIME 



For those workers still unemployed or who had left the labor force — 60% 
of those surveyed — total family income ted plummewi. Before unemployment, ftese 
households averted $*12 prr week in total income. At the time of the survey ffiey 
were living or less than half the smount — 5201 per week, a poverty level income. 
Were it not for an increase in the number of spouses working, the decline income 
would have been even more 5-agic* 
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Income Decline — Still Unemployed 



50! 
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Savings also were depleted. By the time of the survey, one quarter had 
exhausted all of their savings and 47% had exhausted hall or rmre of their savings. 

Furthermore, while previously all had employer-paid health §wurance f when 
surveyed 22% had ho health insurance coverage whatsoever. Of those with &me 
coverage, nearly a thfrd were paying their own monthly premiums. Another ttucd were 
covered only because of their spouse's employment. 

Another study of UAW members found a similar situation. Yfce New Yorte 
State School of Industrial and Labor Relations of Cornell University recently studied 
the consecsjences of the closing of a Ford Motor Company assembly plant in Man wan. 
New jersey on 5,000 UAW members. 

At the time of the survey — two years after the closing — nearly half of 
the ex-Mahwah workers were still unemployed. Unemployed workers over age 40 was 
61%, with the jobless rate for those 55 or older at 71%. More than 45% of those 
surveyed had been jobless for a total of 19 months or longer. 

Before the shutdown, over €0% of tfie workers had a family income di at 
least $20,000 per year. At the time of the survey nearly half reported annual income 
of less than $10,000. Median income fell from $21,600 to $10,400. 
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Bedrid the Statistics: Misery and HardjntDs 

wh'U* statistical averages provide a good overview, they convey littie 
about the personal misery and hardships. The plight of our members can better be 
understood by looking at some of their individual experiences. 

In the New England study, for instance, there was a *2 year -old husband 
ta nd father of four who lost his job when his plant shut down. He had IS years* 
seniority and was working as an engine-lathe operator earning $11 an hour. At the time 
ol the interview; he had been out of work for 67 weeks. He had exhausted his 
unemployment insurance; and the only visible means of support for the family was the 
a week that his wite was able to earn. Nearly all of their savings were gone, 
they had cut back on basic necessities, and had m*hy Qripaid bills, 

Abo tryrfig to support herself and her fam^y was a 36 ye«r-<lid mother 
of five. She hod been on indefinite layoff for almost a year and a half from a job as 
a preis operator earning $11.50 an hour. She had 8h years seniority a? the time of 
her layoff. l\y trip time of tl>e interview, her only means of support were AFDC 
oenedts of $123 a week. After being laid off she Arched for work and was able to 
find only near -minimum wage jobs, one of which lasted 3 months and another just \* 
montns. Ml of her wvings were gone, and spending for the basic necessities had been 
c jt to the bone. 

Some workers in the New England study were able to find new joos after 
being displaced. However, most 61 fliose hew jobs were low-to-poverty- wage ones. 

Or.r ouse involves a 52 year -old husband arid father who found a new job 
after bein^ out of work for S weeks following the closing of his plant where he had 
worked tor 28 years. On his old job. he was working as a toolmaker earning $8.*W ah 
nouf. HiS he* job classification was as^Jant lock and draw operator, paving $5.0* 
.in Mour - barely half -iis previous job rate: th addition to a lower wage rate, there was 
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k> empiovOr-Aiij ;.{(» heaith insurant e. Tie quality of his work and home life 
.•e ;,neo a* t".«- ne* job required frequent shift changes. 

tiw'ie was the rave of another worker, a yearned man who permanently 
, ^1 i-an-iww.tr job as a grinder. Mter Vi ihonths of unemployment, he found a job 

j> i .a the -opera tor that paia % an hour. After three months, he lost that job. and 
'e-nuihe*! unemployed for the next three months plus tip*. At the tune of the survey, 
Jnvr.g a cab hours a wee* for a base wage of $2.70 an hour plus tips. He 
-rver < oile* ted unemployment i ompensation f>*nefits, because of personal bel-fs, and 
tutt exhausted jil savings and had several item& repossessed. 

Similar experiences oi inadequate current income and personal hardships 
were reported by (JAW members laid off frOm the Mahwah plant. Many reported 
• ' hin"|i«»-i 'M sprite ihg haotfs, a sp*u*t going to work ti* the first t;me, and deletion of 
lifetime saving*. One worker said, "My bills are piling up. I ar.i having trouble keeping 
jp. I jjst pray I don't lose my house." Another said, "My wife is able to bring home 
loivl lio m V*' i-vo in a rufeteria, and because of this we are able to ear" Vei another 
reported, "During my years at Mahwah. I worked hard arid saved some money. No* I 
jm sern\g rny savings disappear." 
Ne w Drectpn b Needed 

Poverty and its rise in recent years stem from the fail are of public policy 
t,> -seep \p w»tn the changing economic reality. Thit has resulted in irKreasirigly hightr 
rates ot unemployment and permanent structural job loss: Furthermore, social welfare 
■ its !»ave shredded the safety net in the midst of the worst crisis since tte 19 Ms and 
iii-ed bi,;:iiti-:ahtiv to economic hardship. 

The recovery is not going to do much to solve the problem of jobs or 
rev.e many out of poverty a* the 149 turns from previous recessions. Many of the 
permanent ,oo losses have taKen place in high-productivity industries, while lew oflier 
M^.tirant sources of productive, well-paid jobs have emerge^: This means that ^ot 
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v>n!> jr«» the *e.!-p.i>ing jobs ^one; also gn'w is their vrjAbaliing effe* t, *hich triggers 
• e teat.Ym ol farther jobs throughout .e economy. 

Ma.npmg out poverty therefore requires an increase in employ merit far 
,;rea!«»r : jn A*ut t i«* fU in-al upturn might tiring. A[ start *ould be to establish a big 
|ob» program that like t:>e \im ot the IV )0s - to pat millions to *ork aiding 
and restoring br,ag>'S. .iiuis, severs, and public highways, and delivering essential public 
>erv i< fs. 

Cotip/rd *iih these emergency programs should be a comprehensive 
industrial poucy iniiri in. iudes a svstem ot na',ior,ai 'Manning to manage our resources in 
a manner fnat Sr-st serves the country's needs and preserves our highly productive 
.rutustrial employment base, the go^t must be a diversified, balanced, fully -employ cd 
ffconocny.* 

stamping «Kii poverty abc means providing adequate incomes fo people 
jHubie to */jr»v. 

Throughout .iur history, the LA* has been ui the forefront of struggles 
to *'limnate poverty arid its human misery. Our concern over the plight of the poor 
Teit:>er Me* -.tor limited to our mern&ers *ho have recently lost their jobs and so 
become part ot America's poor. Our concern is longstanding: Vte *ill continue to 
press for policies that prevent poverty, and for policies that release every than, woman, 
and child irom its destructive grip. 



the t ^ s state nent on industrial jjoliry is detailed m "Rebuilding the Economy 
\i»eu tor an Industrial Policy Resolution adopted by <7th IA« Constitutional 
v. nv «i ti >n "^luepnn t for a VI or k ing A menca f Stc te nen t o t L_A Ml Pre* dent 
Oien ISieber before the i. .S, House ot Representatives Subcommittee on Lrorvymu 
Nfa:>ii;;;ati^n; Vpte-nber JS, i*S*, 



